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BEEF CEILING PRICE REGULATIONS 





MONDAY, MAY 7, 1951 


House oF REPRESENTATIVES, 
_CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CuarrMAN. The committee will be in order. 

Mr. DiSalle, we are delighted to have you with us this morning. 
We appreciate your arranging your schedule to appear here today. 

We have asked you to come here for the purpose of discussing the 
orders which have been issued affecting the meat industry, the cattle 
industry of the country. 

In the statements which were published at the time of the issuance 
of your orders, you set forth some of the reasons that prompted the 
issuance of the orders, but I think that this committee, certainly some 
members, are very apprehensive about the ultimate result which 
would be accomplished by the orders. 

Most of us believe that the best thing for the meat industry, to 
prevent skyrocketing prices, would be a more abundant production. 

We have been believing that the high price of meat has resulted in 
the consumer demand being at an all-time high; people are consuming 
more beef; the demand has become greater and, therefore, the price 
has gone up. And that the way to bring the price down would be 
either for them to stop eating beef or for the farmers of the country 
to produce more abundantly. 

I would like to ask the question, to start this discussion, if it is your 
considered opinion that these orders are calculated to bring about a 
more abundant production of beef or if, on the other hand, it might 
not result in a scarcity of greater intensity than we have at the 
moment. ? 


STATEMENT OF MICHAEL V. DiSALLE, DIRECTOR OF PRICE 
STABILIZATION 


Mr. DiSauur. Mr. Chairman, we felt that these orders were fair, 
not only to the producer and to the processor and the consumer, and 
that the price structure envisioned in these orders is such as to give 
incentive for production, and yet protect our stabilization program. 

I know of no single item which is more symbolic of the stabilization 
program than meat. I know of no consumer that you can talk to in 
the country who does not make meat the primary subject of his dis- 

cussion when he talks about high prices. 
1 
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I feel that the increase in prices, since last June, gives the consumer 
the right to discuss meat in that light. 

In June of 1950, cattle was at 137 percent of parity. Since that 
time it has moved up to 152 percent of parity. 

In dollars and cents, since June there has been a 25-percent increase 
in the cost of livestock and an increase of 57 percent since January 
1950. And certainly at the end of the period programed in these 
regulations we still will have a pomt where not only will the cattle be 
substantially above parity, but also exceed the legal minimum estab- 
lished in the act, that is, the May-June period by approximately 3 
percent. 

Mr. Hops. I did not quite get that figure. Will you repeat that 
statement? 

Mr. DiSauue. It will exceed the legal minimum by 3 percent. 

Mr. Hope. I misunderstood you. I thought you said 45. 

The Cuarrman. Of course, we realize that beef prices have gone 
up. What, in your opinion, has caused the prices to rise? 

Mr. DiSauuie. Well, I would say that it is a case of trying to say 
which comes first, the chicken or the egg. 

I do not know whether meat prices have risen because of demand 
and consumer purchasing power or whether we have been forced into 
a position of increasing consumer purchasing power, because meat 
prices have continued to rise. 

Mr. Poage. You do recognize, do you not, that the consumption of 
beef has been the highest it has ever been? 

Mr. DiSatue. And so is production. 

Mr. Poaace. The production is not the highest it has ever been, as 
I understand it. 

Mr. DiSauue. Right at the moment I think you will find that pro- 
duction is. The last figures we have show that the number of cattle 
on feed is a little higher than at any other point of history. 

Mr. Poace. It has grown rapidly the last year, I recognize that. 
We have increased our cattle population about 4 000 ,000 head, that 
is, by approximately that number the last year. So it is going up. 
I ‘recognize that. But certainly the consumption is going up very 


rapidly 

Mr. Harvey. It came to my attention just recently on the part 
of the small packer, that it was his contention that the procurement 
services of the armed services had been one of the greatest contrib- 
utors to the increase in- price; in other words, that the armed services 
had_ been the biggest black marketeers in the whole program, that 
they were going out where beef ordinarily was limited to 55 cents a 
pound and were paying 62 cents a pound. 

Mr. DiSatte. I am not in a position to discuss that. I just do 
not know what their practice has been. 

Mr. Harvey. That is a fact, from a reliable source that I have no 
doubt is true. And if it is true, certainly the Government itself has 
been one of the contributors to this rather remarkable increase in 
prices. 


Likewise, I want to go right ahead and say, because the procure-: 


ment agencies have gone to the larger packers and with that much 
leeway to buy, they have practically taken all of the beef off of the 
market and have left the smaller packers without any beef to process. 

Mr. DiSatie. Well, I would say that, regardless of that situation, 
because of the fact that the packers have been frozen since last 





il DA the sigs een 








oan 


aA Dm -_ #& A & 








ef whe 





NB DF OS BEET TE ce 


Bi aha 2a Saab Rai eRe is OEE 











BEEF CEILING PRICE REGULATIONS 3 


January and livestock prices have been permitted to go unrestrained, 
the packers have been in a squeeze and have lost very heavily on 
beef during the first quarter of 1951. 

Mr. Harvey. You would agree, would you not, that if the pro- 
curement services for the armed services are paying 7 cents premium 
on the rack for these beef carcasses that would have a very definite 
contributing effect on the increase in beef prices at the slaughter pen? 

Mr. DiSauue. I would rather have the opportunity to check the 
facts before I made a statement on that. 

Mr. Harvey. I wish you would. 

Mr. DiSauue. I will be glad to do so. 

(The information requested is as follows:) 

Army officials have indicated that they have not paid over the ceiling price 
for carcass beef. They are very interested in getting information as to any 
specific instance where they are supposed to have paid 62 cents to a packer 
whose ‘ceiling price under the General Ceiling Price Regulation was less than 
that amount. 

Mr. ANDRESEN. On the point he raised there is the question of 
another item, which is pepper. In 1942, when we were in World 
War II, the price we were paying the British and the Indians and 
others for pepper was 14 cents a pound. Within the past few months 
the Army purchased nearly 800,000 pounds of pepper from the same 
sources and paid $3.22 for a pound. That is an increase from 14 
cents to $3.22 a pound. 

Do you think that has had any effect upon the price of pepper to 
the consumers of this country? 

Mr. DiSauue. I would think, naturally, that any purchase of that 
kind would have. 

Mr. ANpDRESEN. Then the Government agencies which bought the 
pepper and are paying that price are certainly responsible to a large 
extent for the high price of pepper to the consumers of this country? 

Mr. DrSaute. I would say that whenever the needs of the Govern- 
ment get to a point where they have to purchase—you have a large, 
new customer in the field, buying in any field—it is bound to have 
the result of increasing prices. And that is why we have to have 
price controls. 

Mr. ANprESEN. Then the question that the gentleman from Indiana 
raised about the Army buying certainly must be correct, that the 
Government itself is responsible for the increased price to consumers. 
And that is why you say we must have price control? 

Mr. DiSatux. I would say that even though the Government 
would go in and buy at normal market prices, whenever you have a 
large customer coming in and buying a great amount of supplies, 
that certainly would have the effect of raising prices. 

Mr. ANpRESEN. In this case the Government is the large customer? 

Mr. DiSatte. It sure is. 

Mr. Poacer. Getting back to the price of beef, I think we all under- 
stand that the Government purchasing certainly is influencing all of 
these prices, in not only beef, but everything else. The more the 
Government buys, why, of course, the higher prices go. 

You commented on who was responsible for the increase of the 
consumption of beef; whether it was because we were producing more, 
or whether it was because we Were consuming more. Is it not reason- 
able to assume that if the heavy consumption of beef is due to the 
fact there has been a lot of beef produced, then the price could not 
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be out of:line? You suggested that possibly the heavy consumption 
of beef was just because we produced a lot of meat. That beef has 
been selling. You say at a pretty high price. 

Is it not rather obvious that the price could not be too high if it 
resulted in the tremendous consumption that has followed? How 
could the price be too high if it has been low enough to enable more 
people to buy more beef than was ever purchased before? 

Mr. DiSatue. I would say that we have to go back to the original 
point again. 

Certainly people have had increased purchasing power. They 
have made use of that increased purchase power, but nevertheless 
as the price of meat rises, those same people will demand higher wages 
in order to keep pace. And in spite of the fact that we have had in- 
creased consumption of many items in the country, very few of those 
items have shown the increase in prices that beef has shown. 

Mr. Poace. Has not the price of beef stayed well below the willing- 
ness of the people to buy it; there has not been any beef that has not 
found a market, has there? 

Mr. DrSauue. I understand that during some of this period there 
has been some buyer resistance which has developed in several large 
cities as the result of the high price of beef. 

Mr. Poaae. I have figures that the Secretary of Agriculture gave 
this committee less than 2 weeks ago which indicate that in February 
1951 you could buy a pound and a half of round steak with 1 hour’s 
work at the wage which the average factory worker has been paid; 
in other words, he could buy a pound and a half of round steak for 
1 hour’s work, but when we look back we find during the depression, 
or just before the war, in 1929, which was the beginning of the depres- 
sion, he could not buy but a pound and two-tenths, or three-tenths 
of a pound less than he could in 1951 and if you go back to 1919, 
when you get the prosperity after World War I, he still could not 
buy as much as he can today. And way back before World War II, 
he could not buy but nine-tenths of a pound, not much more than 
half of what he could buy today for an hour’s work. 

If that is true, and that is what the Secretary of Agriculture tells 
us is true, is it not true, then, that wages, generally, have increased 
actually more than the price of meat? 

Mr. DiSauue. I would like to point this out: That the Wage 
Stabilization Board issued a formula in February or March—I do not 
remember exactly—which was a general formula of 10 percent, with 
1951, January, acting as a base. Still the price of beef has risen, or 
the price of cattle has risen 25 percent from June of 1950 until the 
present date. 

Mr. Poags. You issued a general formula that presumably was not 
going to allow wage increases of more than that, but you have not 
followed it; have you? 

Mr. DiSauie. The Wage Stabilization Board has that in hand. I 
am not a member of that Board, nor am I entrusted with the responsi- 
bility of its operation, but I think, generally, from what I have been 
able to observe, they have kept within the 10 percent formula rather 
generally. 

Mr. Poacr. What was the increase in railroad workers this last 
week? 

Mr. DiSatte. I just do not know. 
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Mr. Poace. Well, now, let us follow this a little while. It seems to 
me that it is perfectly clear that the buying power of the people has 
increased faster than the price of beef has increased and that the price 
of beef is probably the highest of all of the components of food. I 
believe you suggested it was the thing that you took as a symbol, and 
you take it as a symbol, not because it is the staff of life, but you take 
it as a symbol because it is high, 1 suppose. 

Mr. DiSauue. I think that you would have to class it right along 
with bread as one of the things that the American family recognizes as 
a necessity. I do not know how many of you gentlemen have worked 
in factories, but I know that at one time, during one of the summer 
vacations, I worked in a glass foundry in Toledo, and I know what 
those men go through. I know what the men in the steel foundries 
go through. And certainly if we want to expect or do expect increased 
produc tion from those people who are working, they are going to have 
to have meat, and to have those other things that we consider necessi- 
ties in the American standard of living, if they are going to be able to 
produce. 

And if we let meat prices go uncontrolled and permit them to con- 
tinue to rise to a point where meat will only go to the people who are 
able to bid the highest price for that necessity, then our entire stabili- 
zation program w ‘ill go by the board as these people attempt to keep 
pace with those increases in price. 

Mr. Poage. That is correct, but there was a time when the talk 
was about bread and meat, and we meant bread and meat. Now we 
talk about steaks, and we are talking about steaks, and when people 
talk about the high price of beef they generally are referring to the 
high price of steaks. There was a time when we ate, I believe, more 
pork in this country than we ate beef, and we found that it gave a sub- 
stantial amount of nourishment. If you will look at the figures on 
pork, vou will find that pork has not reached parity. You will find 
that pork is still selling relatively cheaply, but the people have the 
money with which to buy the beef; consequently, they buy the beef, 
not because they cannot get something to eat, but they have the 
money to buy the choicest morsels that they want to buy, and conse- 
quently they buy them and pay a high price for them. 

Could we not serve this country’s needs for meat by increasing the 
production of pork substantially? 

Mr. DrSauur. The production of pork is very high. 

Mr. Poacr. What is that? 

Mr. DiSaute. It is very high. 

Mr. Poager. It is not near as high as it could be. People are not 
buying pork like they once did. We are using considerably more 
beef than pork. 

Mr. Atsert. And pork production could be speeded up. 

Mr. Poage. Even by this fall, but we cannot speed up beef that 
way. Let us see what we could do about speeding up this beef. 

it seems to me that in the long run if we are working to actually 
secure more meat on the American table and at a fair price, we must, 
in the long run, determine how we are going to get that beef produced, 
because no roll-back that you can establish is going to produce cattle. 

How are you going to get cattle produced? You cannot have lasting 
reductions in beef prices or any other prices unless you get the com- 
modity produced. 
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You suggested that it would still be attractive to the cowman to 
produce. As I understand it, your order provides generally that 
there shall be about a 10 percent roll-back the 20th of this month. 
That is about what you contemplate? 

Mr. DiSatte. That is right. 

Mr. PoaGce. There is a differential as to grades in that order. 
Your roll-back is greatest on the lowest grades; is that not right? 

Mr. DiSatue. It averages at about 10 percent. 

Mr. Poace. But it is not that much for some of the corn-fed 
classes, such as prime and choice beef, but when you get down to good 
and on down to commercial, then do you know about what that 
averages? 

Mr. DiSatue. The differential is not great. The historical differ- 
entials are maintained between the various grades of beef. 

Mr. Poage. I am talking about the roll-back. I understand that 
the historical differential is maintained as to the difference in price, 
but as to the roll-back the figures that I get are that when you get 
down into commercial class you have about an 18-percent roll-back by 
the 20th of May. That means that the cattle of the great producing 
areas—that is, Texas and the South, in the areas where we grow the 
greater number of cows, where we produce the calves, where we grow 
the stuff that is later fed out—that you have a roll-back in the neigh- 
borhood of 18 percent. 

Is a roll-back of 18 percent going to get a bigger or a lesser produc- 
tion of cattle next vear? 

Mr. DrSatue. I do not believe, and I do not have those figures in 
my head, that a roll-back any place goes as high as 18 percent in any 
of the grades. 

Mr. Poace. Wait. Your total roll-back—we have only talked so 
far about your May roll-back—you have two more coming up, and 
they amount to an average of 4% percent each; do they not? 

Mr. DiSatte. Yes. 

Mr. Poage. That makes, as I figure it, a 19 percent average; that 
is, the country over. 

Mr. DiSatte. That is right. 

Mr. Poace. But in the areas where they breed cattle and where 
they grow the bulk of the calves that ultimately become the corn-fed 
cattle, your roll-back is going to be much higher than that. I think 
it actually figures about 27 percent when you take all three of them 
together. 

ven if it is only 19 percent, do you think that a man is going to 
be encouraged to produce more calves next year when he is told he is 
going to get one-fifth less for them and yet is faced with higher feed 
costs, higher labor costs, higher production costs of all kinds? 

Mr. DiSatie. If the price he is going to get will still be more than 
20 percent above parity, and if parity in itself incorporates those 
increases in operating costs, certainly the figure that would be more 
than 20 percent above parity, which is recognized as a fair figure, 
should be an incentive for production. 

Mr. Poacer. Parity was figured so low on cattle, as I think every- 
body who has followed it knows, that it did not produce the production 
of cattle that we wanted, and it was only after you got the price of 
cattle substantially above parity that we began to see the increase in 
total cattle population over the United States that seemed to be 
desirable from every standpoint. 
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Did you not have the biggest increase in cattle population last 
year that we have ever had, or at least that we have had in any 
modern history? 

Mr. DiSauue. I have the. figures on that. We have had a rather 
substantial increase in the cattle population over a period of years. 

Mr. Poace. During the period of high prices you have seen the 
greatest increase in cattle population; have you not? 

Mr. DiSauue. Yes; I would say that, although even during the 
years 1942 to 1945 we have had a very good production of cattle. 

Mr. Poacr. But I am getting at the point that where you got the 
higher prices that is when you got the greatest increase in cattle 
population. Is not the inerease in cattle population exactly what we 
want? 

Mr. DiSautie. But even at that time when you had this large 
increase in cattle population, still prices were considerably below what 
they are at this level, and at least as high as they will be even after 
the roll-backs are accomplished. 

Mr. Poace. Wait, the prices were going up last vear; you have 
just told us they were. 

Mr. DiSauue. That is right. 

Mr. Poace. During that period of increasing prices vou were get- 
ting the greatest increase in cattle population that the Nation has 
ever enjoyed. Now, then, you are changing the trend, so that the 
prices are going to go down. 

Is there not every reason to believe that the trend in cattle popula- 
tion will change just the same? 

Why do you think a man will stay in the cattle business and produce 
more and more when he gets less and less? 

Mr. Ausperr. They are already selling for slaughter cattle that 
should be kept, they tell me. 

Mr. Poage. I think we should inquire of Mr. DiSalle right now. 
I do not have the figures before me but I know generally what they are. 

Do you happen to have the figures of how many cattle went to 
market last week? 

Mr. DiSauue. Yes, I do. 

Mr. Poage. How many? 

Mr. DiSautur. We have the average for the week of May 5, 1951, 
182,000 head. 

Mr. Poace. What went the week before, and the week before that? 

Mr. DrSatie. The same week a year ago, 186,000 head. 

Mr. Poagcr. What went a week ago; do you have that? 

Mr. DrSauue. Yes, the week before that, the week of April 28, 
149,000 head as compared to 191,000 head, the comparable week a 
year ago. 

Mr. Poaae. A year ago they were selling more cows? 

Mr. DiSauue. Well, there were less cattle also a year ago than 
there are at this time. 

Mr. Poacr. That is right, but do you remember, too, Mr. DiSalle, 
that in the whole Southwest, where a large part of our cattle originate, 
we have had one of the driest winters we have ever had, and within 
the last 2 or 3 weeks we have begun to get rains? You know what 
that does to the cattle business; do you not? 

Mr. DiSauie. Yes. I would say that one of the reasons for the 
low marketing of cattle the week before last was because of the un- 
seasonable weather, poor roads. 
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Mr. PoaGce. [t is not poor roads, Mr. DiSalle. It is the fact that 
we began to get rains, and the cattleman began to see where he could 
keep some cattle on his place. 

Mr. Hitt. Do you know anything about the cattle market this 
morning? 

Mr. DiSaute. No. 

Mr. Hixu. Let me give you a little information that has just been 
handed to me. There was 45 percent less cattle on the markets, on 
an average, in Kansas City, Omaha, and Chicago today than they 
expected. I would just like to say this: If you think you are going 
to get more beef by that order of yours, you are just going exactly 
backward, because you heard Mr. Poage say that the rains are coming. 

I have a whole fist full of wires from cattlemen and they are now 
putting the cattle on pasture, and they are not going to send them to 
market. 

This thing works both ways. So it will result, in place of giving 
people meat, you are already giving the butcher empty cases, as I 
have word right here from butchers who did not get a pound of beef 
for their Saturday’s trade in my section. 

Mr. DiSatir. Where was that, Mr. Hill? 

Mr. Hitu. That is in Colorado. This is from Fort Morgan, Colo., 
and from the banker himself, and no banker will tell me anything that 
is not true. 

Mr. DiSatie. When did the shortage occur? 

Mr. Hix. Last Saturday. When he got his complete grocery 
supply for his week-end trade, he never got a single steak. 

Mr. DiSautue. That was before the order became effective. 

Mr. Hiti. That is right. They knew it was coming. These 
fellows are not dumb. They are a long ways from Washington, but 
they are still not dumb. 

Mr. DiSatue. On one side here we say that we are getting abnormal 
marketings and on the other side—— 

Mr. Hint. That is right. 

Mr. DiSauie. We are getting the story that we are not getting 
marketings. 

Mr. Hint. I will say to you they are both correct. Here is what 
is happening. I know some of you folks who never fed a steer do 
not know what you are talking about. Ido not accuse you of that. 
You may have fed thousands of them. 

I come right from the steer- and sheep-feeding areas. 

The fellow who has a bunch of cattle that have come in lately feels 
that he can put them in pasture. He will not feed them off, he will 
not finish them off. Who gets them after that is anybody’s guess. 

The man who has thern finished one-third to 75 percent is certainly 
going to shoot them to market. Can you understand those two things? 
You did this by this order. 

Mr. Poace. I would like to get through with this discussion in just 
a moment. 

Mr. DiSauie. Let us not argue about it. We will have plenty of 
time for everybody. 

Mr. PoaGe. I will yield to Mr. Hoeven. 

Mr. Hoeven. Regarding the statements made by Mr. Albert and 
Mr. Hill, I think both have some merit. 

The fact remains that in anticipation of the roll-back order 
unfinished cattle are being sent to market at least 200 to 300 pounds 
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light in my area, which is northwest Iowa. In some instances the 
cattle were coming in so fast that the commission people had to call 
up the feeders and tell them not to make deliveries. 

Farmers have been bringing in cattle 200 to 300 pounds light. 
Certainly that means that ultimately the American people are going 
to be short the number of pounds of meat which the animal would have 
gained had it been fattened and brought up to the best condition for 
market. 

I do not think there is any argument about that. 

Therefore, as a result of your order, it is my judgment that there will 
be less cattle in the feed lots from now on. ~ 

Do you agree with me when I say that full production of agri- 
cultural products is the answer to our food problem? 

Mr. DrSauue. I certainly agree that we need a full production. 
The average weight of cattle slaughtered last week was 5 pounds less 
than the week before, but it was 9 pounds higher than last year. The 
dressed weight was only 2 pounds less than the week before last, 
showing these cattle were better finished. 

Mr. Horven. How are you going to get full production of meat 
under your order? I would like to have you clarify that. 

Mr. DirSauue. I say there is nothing in the order that should pre- 
vent full production. There is plenty of incentive for the production 
of cattle in this order. 

Mr. Hoeven. How are you going to force the farmer to produce 
beef for market? 

Mr. DiSauie. No one can ever force anyone to do anythin 
they do not want to do. 

Mr. Horven. Do you anticipate if a shortage develops that ration- 
ing will follow? 

Mr. DiSauue. I do not. 

Mr. Horven. You do not? 

Mr. DiSautuxr. Not in the face of the statements that have been 
made here this morning that we have the highest beef supply on 
hand that we have ever had in the history of the country. 

Mr. Horven. If farmers are already sending their cattle to market 
light and underweight, and if there are going to be less feeder cattle 
in the feed lots as the result of your order, do you not anticipate that 
there may be a shortage of beef? 

Mr. DiSauie. I can see nothing except a better supply of beef. 

Mr. Horven. You do? 

Mr. DiSaute. Yes. 

Mr. Horven. You do not anticipate, then, that there is going to be 
any rationing of beef at all? 

Mr. DiSauie. We cannot anticipate, with conditions being what 
they are, just what will happen a week from now or 2 weeks from now; 
but I would say this: that, conditions remaining what they are, there 
should not be the necessity for rationing. 

Mr. Hoeven. You are interested in more beef production, and it is 
my studied opinion that you will not get it under the roll-back order. 
When there is less meat for the consumers, you will have higher prices 
for beef, and may get to the point where you will have a meat scarcity, 
which will, naturally, result in rationing. You will recall that it was 
rationing which broke the back of the OPA, and it may well be that 
the roll-back order will break the back of OPS. 
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Mr. Poacr. May I go back and call your attention to some of the 
figures that did happen during the time we had control on meat back 
in 1946. We had controls through June of 1946. Then they were not 
extended. 

In June 1946, the figures that I have indicate that there were 
slaughtered, in federally inspected plants, 451,000 cattle. The next 
month we had no meat control; and there were slaughtered, in federally 
inspected plants, 1,239,000 cattle. It continued almost exactly that 
rate through August while there were no controls. 

In September, controls were thrown on again, and the number of 
cattle slaughtered in federally inspected plants dropped to 360,000, 
approximately one-fourth of what they had slaughtered when they did 
not have the controls. 

Of course, there were probably as many cattle slaughtered in one 
month as another—that is, approximately as many—but down in my 
country they were slaughtered out in the mesquite pasture when you 
had the controls. And when you did not have the controls they went 
through a federally inspected plant, and the public got the benefit 
of the inspection and got the benefit of a regular marketing system. 

Does not the experience of the past indicate that, unless you can 

completely reverse these trends that existed then, you are going to 
have a complete drying up of cattle in the federally lnapected plants, 
and that the slaughtering will take place somewhere else? 

Mr, DiSauue. We feel that the tec hniques that we have added will 
prevent the drying up of those supplies. I think we are in a better 
position to enforce these regulations than they were at that time. 

I think the licensing of slaughterer ‘s—that is, the freeze of licensing 
of slaughterers—will be very helpful. 

Mr. Poacr. There was not anybody licensed out in the mesquite 
pastures back in those days. They would not be licensed again; 
would they? 


You are not going to license anybody to go out there behind the’ 


creek and slaughter some animals; are you? 

Mr. DiSauue. No; we are not. 

Mr. Poace. They did not, either. They did not do it back in 1946. 

Mr. DrSatur. The substantial diversions, though, from legitimate 
channels were occasioned by the large licensing of slaughterers that 
occurred during that period when slaughterers reached, I think, 
somewhere around 29,000 at that time. 

Mr. Poace. That reached what number? 

Mr. DiSauie. Twenty-nine thousand, the number of slaughterers. 
A great many of them were licensed during the war years. 

Mr. Poacr. The comment has been made upon the fact that cattle 
were certain to go to the market without putting on weight. You will 
agree—will you “not?—that the number of cattle that go to the market 
is not the thing that provides the people with meat. It is the pounds 
that go to market; is it not? 

Mr. DiSaute. That is right. 

Mr. Poacr. And if you were in the cattle business right now and 
knew that the price of cattle was going down in August and it was 
going down again in October, would you proceed to buy high-priced 
cattle and put them on feed with the expectation of selling them at 
substantially less than you had to pay for them? 

Mr. DiSatie. No, but I would buy lower-priced cattle and prepare 
to feed them, so that I would have cattle to market at that time. 
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Mr. Poace. How could you buy lower-priced cattle; just tell me 
where to go, because I want to buy some of them; where would you go 
to find them? 

Mr. DiSatue. We will let you know. 

Mr. Poage. All right. You just send me a list of where I can buy 
some of these lower-priced cattle. 

Mr. Hii. And let me know, too, because they have paid as high 
as $41 for feeding them. I would like to know where you can get them 
for about $28. 

The CuHarrman. In connection with this reduction, do you con- 
template rolling back the prices from 152 percent of parity, back to 20 
or 25 percent of parity in the immeciate future? 

Mr. DiSatue. Not in the immediate future. 

The CuarrMan. In September? 

Mr. DiSauus. The 5-month period. 

The CuarRMAN. September or October? 

Mr. DiSauue. October 1. 

The CuHarrMan. If you roll back the prices in a substantial manner 
like that, from 152 to 125, what is there about that that is calculated 
to bring about an increased production; what is there about that to 
attract the farmer, encourage the cattleman to stay in the business? 

Mr. DiSauue. Mr. Cooley, I think in any ordinary business endeavor 
the amount of the roll-back is not the test. It is the amount of 
what you have left after the roll-back. That is the test. 

If prices have gone way out of line, and after the roll-back there 
still is a substantial profit involved and a substantial amount of 
money, certainly the incentive still remains. 

The CHarrMan. You admit, then, that your order will remove some 
of the incentive? 

Mr. DiSatie. I do not. I honestly do not think so. If I had 
thought so, we would not have issued the order. 

The CHarRMAN. You mean that you think there will be just as 
much incentive for a man to produce meat for a less price, than to 
go on as is now? 

Mr. DiSauue. I would say that, after all, we could only make so 
much money. If I am still getting 20 or 30 percent above parity, I 
certainly think there is incentive there. 

The CuarrMan. I agree with you that we are not destroying all 
of the incentive, but you are certainly reducing the incentive that 
now exists. That is the very purpose of the order; is it not, to reduce 
the incentive? 

Mr. DiSauie. From the beginning, I have refused to subscribe to 
the principle that the only thing we can have in this country to produce 
an incentive is more money. After all, people are going to have to 
come to it preity soon where they realize we are not playing ping-pong; 
we are in a very serious endeavor. Our international situation is 
grave, and no one knows it more than you gentlemen. And, cer- 
tainly, if people are going to make just millions instead of billions, it 
ought to be sufficient to produce the incentive necessary to help the 
country in a time of need. 

I am not going to subscribe to the fact that we can only permit 
profiteers to produce. I think the average American who knows what 
his country’s needs are will produce when he knows that he is going 
to get a reasonable return for that production. 
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Mr. Poage. I want to follow that right there, Mr. DiSalle. You 
are going to take 10 percent, roughly, away from the producer next 
week. 

Who are you going to give that to? 

Mr. DiSauue. Here is what happened. On January 26, we issued 
a freeze order effective on January 25. At that time we froze prices 
at retail, at wholesale, at the packer levels. 

We did not freeze livestock. And so, in going back 10 percent, we 
are only taking the livestock people back to where they would have 
been had prices been frozen—that is, their prices—at that time. 

Mr. Poage. Let us see who you will give it to. 

Mr. DitSauue. We had a committee of livestock people come in to 
see me about the middle of January or earlier—I do not remember the 
date—and say, ‘‘Leave us alone; prices will not go up.”” They did go 
up. 

We have had to take this step in order to restore the meat situation 
to where it was at the time when everybody else was caught. 

Mr. PoaGe. I want to get this question in. 

Mr. DrSaue. In the writing of this act, vou gentlemen said that we 
could not freeze prices of commodities that were below parity. We 
have scrupulously adhered to that principle. 

Certainly, if we are going to be restrained from freezing prices when 
they reach 52 percent above parity, we might just as well fold up and 
get out of business, because there is no room for us here. 

Mr. PoacGer. Let us get back to my question, because you have not 
even touched my question. 

My question is: You are going to take 10 percent away from the 
producer; whom will you give it to? Is it going to the housewife? 

Mr. DiSauue. In part, it will go to the housewife. 

Mr. Poacre. How much of it to the housewife? 

Mr. DiSauue. Mr. Hill pointed out that there were shortages out in 
Colorado last week. The shortages occurred because the wholesaler 
and the retailer and the packer were squeezed to a point where they 
could no longer purchase livestock and sell it at the ceiling prices that 
were established on January 26. 

This first step is designed for the purpose of restoring those margins, 
so that the supply of meat will continue to flow. 

Mr. Poace. In other words, this first step is going to take 10 per- 
cent away from the producer. That is right; is it not? 

Mr. DiSauue. Yes; it will reduce his price. 

Mr. PoaGe. It is not going to reduce the price to the consumer at 
all; is it? 

Mr. DiSauie. I think that the consumer will feel a very definite 
reduction in price as the result of this action. 

Mr. Poage. Does your order establish any reduction to the con- 
sumer? 

Mr. DiSauie. We established the dollar-and-cent ceiling price that 
existed in January. 

Mr. Poage. Is it lower or higher than the present price? 

Mr. DiSaute. I think actually it will be lower. 

Mr. Poace. How much lower? 

Mr. DiSauue. | would not be able to tell you that. 

Mr. Poage. Would you say that the consumer is going to get as 
much as 1 percent reduction? 


as ac ORAS a 


we la oa 


6: 





AR Rai CAEL 


sige 


eeeyeei Sree] 


al 








AS ion Bc Stn 





ee — 


— 








BEEF CEILING PRICE REGULATIONS 13 




















































Mr. DiSatte. I think it will vary, depending on the markets. 
Mr. Poace. Would you say that the consumer is going to get a 
10-percent reduction? 

Mr. DiSatie. Ten? No; definitely not. 
Mr. Poace. Then where is that 10 percent going? It is actually 
* going to some processor; is it not? 
4 Mr. DiSauue. It is going to four stages. If we want to get into 
that, we might point this out: that at the present time 70 percent of 
the meat dollar is going to the grower. The other 30 percent is being 
used up by transportation, the packer, and the wholesaler and the 
> retailer. 

Mr. Poace. Do you think that is excessive, 70 percent to the pro- 
ducer of cattle? 

Mr. DrSauue. I think it is fair. 
4 Mr. Poaar. If it is fair, then why do we not maintain that fair 
> situation? 
Mr. DiSatue. I think we are. 
gq Mr. Poacs. I beg your pardon? 


: Mr. DiSauue. I think we are, even after this is through. That 
still will be about the ratio. 

; Mr. Poage. It cannot be the ratio if it is now 70 percent and you 

* take 10 percent of it away? 

‘ Mr. DiSauue. We say that it will be 70 percent after the reduction. 


eis 





Mr. Poace. Do you mean to say that the producer is now getting 
80 percent? 

Mr. DiSauue. I would not know what he is getting now. 

Mr. Poacsr. Well, if you are going to take 10 percent away from 
him, and you know he is going to get 70, you must know what he is 
' getting now. How do you figure what he is going to get? 


aa ears 


; Mr. DrSauue. The only thing that I have figured out is what hap- 
| _ pens to the meat dollar at the end of this period. 
, Mr. Poacse. But you do not know what the producer is getting 
now? 
‘ Mr. DiSauue. I would say approximately that much or more. I 


just do not know. 

Mr. Poacr. Well, if he is getting 70 percent now and you take 10 
percent away from him, the way they taught me when I went to 
: ' school was that he would have 60 percent left; would he not? 

5 Mr. DiSauue. Yes. 
Mr. Poacsr. Do you figure it something else? 


; Mr. DiSaute. I am not figuring it. 
Mr. Poacr. You are telling us that you are going to take 10; that 
. _ the producer is now getting 70, and you will take 10 percent away 
- from him and he will still have 70—that is what you told us; is it not? 
, ' Well, go on and explain, if you will, then, the steps there. I think 


_ your first step—I cannot follow it—but let us see if we can follow the 
; > next one. 

: Mr. Anernetnuy. | think I can ask a question there that may help. 

§ I would like for Mr. DiSalle to explain to the committee how his 

order would distribute the roll-back. 
Mr. Poacr. That is what we are talking about. 

Mr. DiSauue. The roll-back? You mean the complete steps? 
Mr. Poacs. This 10 percent. 
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Mr. Apernetuy. This 10-percent step, how would the distribution 
of that roll-back be distributed? 

Mr. DiSauue. The first roll-back will about restore the relationship 
that existed on January 25 between the retailer, the wholesaler, the 
packer, and the producer 

The next two roll-backs will give from 8-to-9-cents-a-pound reduc- 
tion to the consumer. 

Mr. Apernetuy. Let us go back to the first one now. 

You state that that would be distributed between the retailer, the 
butcher, the processor, and the consumer. How much will the butcher 
get of that, the meat cutter? 

Mr. DrSauue. [ would imagine that the retailer gets about 15 per- 
cent, as an average. 

Mr. ABERNETHY. Does your order specify who is getting the benefit 
of this roll-back, and the amount that each will get? 

Mr. DiSauue. Yes; I think it is set forth in the order. 

Mr. AsnerNetTHY. Could you not refer to the order, then, and let 
us have it’ 

Mr. Poace. That 15 percent is 1% cents. 

He asked why you picked on the cattle business, and I said you 
told us that you did that because it had become a symbol. 

Mr. Hit. Not because there was any bull in it. 

Mr. DiSatue. Where is the basis for saying that we picked on them? 

Mr. Asernetuy. He is trying to tell us how they distributed this 
roll-back. 

The CHarRMAN. He understands the proposition. Mr. Hill asked 
why it was that you had picked out the cattle business. 

Mr. Hiiu. To make an example of increasing prices and to blame 
them. 

The CuarrMan. Mr. Poage observed that you said that you did 
that because beef was a symbol and was being discussed all over the 
country. 

Mr. DiSatte. I did not say that we picked out the cattle business. 

On January 26, when we issued our general freeze order, we froze 
practically everyone except the livestock people at that time. And 
so this action is not picking out the cattle people, but only taking an 
action which brings them parallel with the action that we took on 
January 26. 

It is far from picking them out. 

In the meantime, they have had from January 25 until the present 
date where they have had no controls, whereas the majority of the 
rest of the economy has been controlled. 

The CuatrmMan. When I asked you the first question, my recollec- 
tion is that you said that you had issued this order, or had been 
prompted to do so, because of the rise in prices, but you did use the 
expression that beef was a symbol. 

Mr. DiSauue. That is right. 

The CuatrMan. What Mr. Poage just pointed out was that, and 
you said that it was being discussed widely throughout the country 
and every housewife discussed it. 

Mr. DiSauue. I refuse to subscribe to the statement that we picked 
out the cattle people, because we certainly did not. 

Mr. Poace. We have an extremely important question that Mr. 
DiSalle was trying to look up the answer to, as to distributing the 
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10 percent. We know who pays the 10 percent, that is, that the 
producer does. It will not go to the consumer. 

Now who gets the 10 percent? 

Mr. DrSatte. I think in the interests of accuracy I would like to 
furnish that for the record. 

Mr. Poace. Can you give us some approximations right now? 
You suggested that the butcher got about 15 percent of the 10 per- 
cent and that is a cent and a half. 

What does the packer get? 

Mr. DiSauue. I would rather not have to guess at those figures. 
I remember them in a roundabout manner. As far as the committee 
is concerned, I would rather give them the accurate figures. That 
can be gotten to them within a few minutes after I leave here. 

Mr. Poage. All right. We would like to have you break that 
down, because | think it is important. 

Mr. D1Sauie. We will be very glad to do it. 

(The information was furnished as follows:) 


Under the beef regulations, the consumer’s beef dollar is distributed approxi- 
mately as follows: 
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In 1949 the producer received 68 percent of the consumer’s beef dollar and in 
the month of June 1950 he received 69 percent. In the months of February and 
March 1951 the portion going to the producer had increased to 75 percent and 
it is believed that the April figure is above that. 

Mr. Poagce. Since the consumer is not getting it, and the producer 
is being charged with it, regardless of who gets it, it comes down to 
the proposition that your office is using the power of Government to 
decide that one element in getting food shall pay to another instru- 
mentality a certain part of the total cost of the food. Regardless of 
what the competitive situation may be vou have decided, as I under- 
stand it, that you should take away from one man in the chain of 
supply and give to another in the chain of supply? 

Mr. DrSauue. We are charged in the act with making these regu- 
lations generally fair and equitable and, also, with the preservation 
of historic margins. 

Mr. Poage. As I understand it, you are charged primarily, basically, 
with the proposition of trying to see that we get production main- 
tained. It seems pretty clear that you have taken away from the 
producer of live animals a substantial part, and you cannot say that 
it is not substantial when it runs, according to your own figures, 
approximately 20 percent all told, and according to the figures that I 
have, about 35 percent of the present value of live animals. I am 
talking about the good and commercial grades which make up the 
bulk of what we produce in the Southwest—you have taken away 
about 35 percent of the incentive to produce beef. 

I do not believe that you are going to be able to give those fellows 
any kind of a talk that will actually pay their feed bills. You may 
be able to give a man a good talk about how he ought to contribute 
to the war effort, and I think the cattlemen will contribute just the 
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same as anybody, just as generously as anybody else, but somebody 
has to pay his feed bills. Somebody has to go to the bank and sign 
some notes. 

You talk as if these cattlemen were all big, rich fellows. Nine- 
tenths of them are operating on borrowed money. Somebody has to 
“make those notes good at the bank. Somebody has to pay those 
feed bills. And if you have not had to go through a dry winter, you 
can hardly understand the problems of the cattle producer. 

Mr. DrSaute. I think you will have it. 

Mr. Poace. We will have it when you reduce our price by 35 
percent? 

Mr. DiSauue. Yes; you will still have it. The reduction is actually 
less than 19 percent—the farm price for cattle on April 15 was $30.20. 
After the October 1 roll-back it will be $24.50. 

Mr. Poage. I will still have it? I paid it out last fall. I have not 
got it now, except the notes I stillowe. And the only way I figure on 
paying them is to sell those cows, and if you think that the average, 
little cowman is going to put another $40 a head into those cows next 
winter with the prospect of losing each and every winter everything 
that he puts into those cows, why, I do not think you know cowmen. 

Mr. DrSauue. That is not the reason why we announced the order 
in the fashion in which it was announced. It was so that they would 
know that this was it. 

Mr. Poages. And, of course, it immediately makes it impossible for 
him to expect to sell that calf drop unless he gets around a loophole 
in your order and, I think, you have the barn door open on those 
calves, do you not? 

Mr. DiSauue. We do not think so. 

Mr. Poace. Well, you do not have any controls on veal, do you? 

Mr. DiSauue. We will have. 

Mr. Poace. How soon? 

Mr. DiSa.ie. Just as soon as we can get them written. 

Mr. Poage. Just as soon as you can get them written. We had 
better sell those calves as fast as we can, had we not? I had better 
wire all of my friends to sell their calves, just as fast as they can? 

Mr. DiSauue. Well, if there is a great flood of calves to market, | 
suppose that will drive the price down, so they will gain very little 
by it. 

Mr. Poace. Of course, if it gets too big, vou are right; that will 
drive the price down. In fact, that is the only way you can keep the 
price down over any extended period—that is, by producing more 
than the public will buy at high prices. That is why I urge you not 
to destroy the incentive to produce. 

You have sort of got the producers of calves in a hard spot right 
now; have you not? 

Mr. DiSauue. Not a hard spot, but a good spot for everybody. 

Mr. Poacre. What was it? 

Mr. DiSauue. A good spot for everybody. 

Mr. Poace. A good spot? I have not heard of anybody else, no 
matter what they are making, being told that they are going to take 
a 35-percent roll-back in what they are making, no matter how high 
wages have gotten—TI have not heard anybody talk about rolling back 
wages, and I am not suggesting it, but I have not heard anybody 

talk about it, but certainly it is an element of cost, just the same as 
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this beef is—-I have not heard anybody talk about knocking down 
anybody else’s income by 35 percent, and yet you expect these cow- 
men to goon. You say now that you had to take this money away 
from the producers to keep this butcher and this packer going, but 
you expect the producer to go on with a lesser income, while vou ‘admit 
frankly that the packer and the butcher will not £0 op—you admit 

you have to take some money somewhere and soup him up so that he 
will continue in business. 

Mr. DiSauie. We are not doing that. We are not souping them 
up. Do not forget, he has had a 10-percent squeeze as the result of 
livestock prices during the period he has been frozen. 

Mr. Poaae. He is still getting what he was? 

Mr. DiSatuie. Whereas livestock was unfrozen for 4}; months, and 
the balance of the economy has been asked to stand still and has stood 
still. 


Mr. Poace. That is right. He is‘still getting as much as he was 


in January. And now you say that the farmer, the producer of these 
cattle, if he is not cut back below what he was getting in January, 
he is all right. You have told us that a dozen times. That is, as long 
as you do not cut that farmer back below what he was getting, he is 
all right, And he ought to be happy to continue to keep producing, 
but you have told us that you could not get this packer to keep 
packing on what he was getting in January. How does it happen 
that that little producer of cattle is in so much better condition to 
stand still than that packer is? 

Mr. DiSaute. Mr. Poage, these retailers and the packers have 
continued to produce even at a loss during this period. 

Mr. Poace. You have told us that you had to give them more in 
order to keep them in business, have you not? 

Mr. DrSauue. We have kept them going on the basis of being able 
to hold forth some hope of relief. 

Mr. Poage. That is right, but you are not holding any hope of 
relief to the producer; instead you are telling him that instead of 
getting any relief you are going to get it in the neck two more times 
you are going to get it mght in the neck in August and again in 
October. 

Mr. DiSauuz. If he was in a loss position, we would be holding 
out the same hope for him. 

Mr. Poage. If what? 

Mr. DrSatue. If he was in a loss position. 

Mr. Poacr. Now you are going to put the cattle producer back 
where he was in January with this first roll-back. The first roll-back 
will put him back there, and the second and third ones will put him 
way below where he was in January, but you have said, ‘‘I have got to 
take some money away from somebody i in order to keep these packers 
in business because they have to have more money than they had in 
January,”’ but to this farmer you say: “I will put you back where 
you were in January now; then I will promise you that next fall i will 
put you further down in the cellar on two successive occasions.’ 

Mr. DiSauue. I would not say exactly the cellar, maybe the fifth 
floor. 

Mr. Poaae. Yes, five floors down, that is right. 

Mr. DiSauue. No. 

Mr. Poacr. That is about where you will put him, and pull the 
house down on top of him. 
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Mr. DiSauxe. About five floors above ground level. 

Mr. Poace. Wait a minute. You are putting him back, by your 
own admissions, where he was in January—putting him back there 
on the 20th day of May. You have just told us that the packers 
cannot live where they were in January. You have told us the 
butchers cannot live where they were in January. You have told us 
that the labor unions that work in the packing houses cannot live where 
they were in January. 

Mr. DiSaute. | have not said a thing about that. That is some- 
thing I know very little about. 

Mr. Poacer. I beg your pardon. You did not raise that question. 
I think the newspapers told us that that is going to happen. d part 
of this roll-back is going there. Everybody that handles meat, we 
are told, cannot live where he was in January, but it is expected that 
the farmer can continue, not only to produce, but to increase his 
production, not where he was in January, but winding up, at least, 
10 percent worse than he was in January. 

Mr. Pouk. Will you yield? 

Mr. Poaaes. I would like for him to comment how he expects the 
farmer to do it? Why the difference between the farmer and the 
processor? 

Mr. DiSatue. I think that you made the best case for it, the better 
case than I could ever possibly make for it with the example that you 
used about the basements and superstructures. Certainly if we 
start out with parity as a ground level and we find an item 52 percent 
above ground level, we bring it down to where it is 25 percent above 
ground level, there is nothing wrong with taking the man who is below 
ground level and, at least, restoring him even. ’ 

Mr. Poagr. Mr. DiSalle, what is there in your records to indicate, 
first, that the parity on livestock is a fair parity? I think that every 
member of this committee has recognized for years that parity on 
livestock has been completely out of line, has been too low compared to 
everything else. Do you have anything in your records to indicate 
that parity on livestock is a fair basis? 

Mr. DiSatue. Just the common 

Mr. Poace. Just because of the name? 

Mr. DiSatue. No; just the commonly accepted concept of parity. 

Mr. Poaae. Because of the name. All right. The name sounds 
all right, but the actual facts are, and I think everybody who knows 
the livestock industry knows that livestock parity has been out of 
line with all other parity for a good many years. 

In the next place, what is in your records to indicate that the 
packers and the butchers were not up to a pretty good substantial 
level themselves, just as high a level as these farmers were in January? 

Mr. DiSauue. We have those figures and I will be glad to submit 
them to the committee, if you would like. 

Mr. Poaces. What is there about it that would indicate that those 
people were not going pretty well? 

Mr. DiSatue. Red figures. 

Mr. Poace. But in January you announced to the world that it 
would be fair to those people to freeze their prices, that their prices 
were high enough, that it was fair to freeze them; you assumed in 
January that they were getting fair prices, and you acted on that 
assumption, did you not? 
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Mr. DiSauue. Mr. Poage, in January we said that prices, generally, 
were high. We also announced that when you take a horizontal 
action the way we did, we would be committing some inequities 
and that we would correct those inequities individually as soon as we 
could get to them. 

Mr. AserNetuy. A moment ago you stated that you did not have 
any intention of putting into effect a rationing order. Since you 
have made that statement you must have based it on the fact that 
there is a sufficiency of meat in the country, is that right? 

Mr. DiSauie. That is right. 

Mr. Asernetuy. All right. If there is a sufficiency of meat in 
the country who, other than the packers, are responsible for the high 
price in the country, since they are the ones that have bid the price 
up, have they not—they did bid it up? 

Mr. DiSatue. Certamly, they would have to bid enough to get a 
supply. 

Mr. AsBrerNetHy. But you have just stated that there was an 
adequate supply. 

Mr. DiSauie. Mr. Congressman, I am not here to make a case for 
the packer or the producer or the wholesaler or the retailer or even 
the consumer. | am here to make a case in the interests of stabiliza- 
tion with which I have been charged. 

Mr. Apernetuy. All right, sir. 

Mr. DiSauue. I have been charged with that responsibility. I am 
operating under an act that was written by Congress. It was not 
written by me. 

Mr. Asernetuy. I appreciate that, but it is a fact, based on your 
statement, that the packers are the ones who bid up the prices; that 
is true, is it not? 

Mr. DiSauue. I am not going to be put in the position 

Mr. Asernetuy. Will you answer this question: Did the packers 
ask for this order? 

Mr. DiSauue. Did the packers? No, the packers would have 
been tickled to death without controls. 

Mr. Aserneruy. Did they ask for this roll-back, I mean? 

Mr. DiSatue. They certainly did not. 

Mr. Aserneruy. Did not. All right. Then who did ask for it? 

Mr. DiSauue. In fact, I have statements from the various meat 
organizations, all the way up from 

Mr. ABERNETHY. Let us go to the question. 

Mr. DiSaute. From the livestock growers, right on up through, 
saying they did not care for controls. 

Mr. Apernetuy. The object of this order was to benefit the packer 
and other middlemen; if they did not ask for it, who did ask for it? 

Mr. DiSauue. The object of this order is to perfect a stabilization 
program. It.is not for any individual segment of this society. 

Mr. Aperneruy. You just stated a moment ago that it was for the 
benefit of the packers and the retailers. 

Mr. DiSauue. I did not; I did not. I did not say it was for the 
benefit—in reply to a question who would receive this 10 percent, I 
said that it would be used for the purpose of restoring the relationship 
that existed in January. 

Mr. Asernetuy. That is just putting it in different words. 
Mr. Ausert. Did the packers want that relationship restored? 
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Mr. DrSauue. I would imagine that the packers would be as happy 
as any member of this committee if controls could be done away with. 
And I will tell you this, so far as I am concerned, nobody would be 
happier than I would be if you could devise some way of doing away 
with controls. 

Mr. ABERNETHY. I read in the papers a few days ago, Mr. DiSalle, 
that the meat cutters were going to strike in seeking 11 cents an hour 
increase. I understand that that strike date has been postponed. If 
they do go on strike, and get the benefit of the objective of the strike, 
that is, the 11-cent increase, will the increase be added to the price of 
meat? 

Mr. DiSaute. I would imagine that in a case like that it would 
be a cost increase, that they would not be permitted to pass on auto- 
matically, but they could make an application for a price adjustment 
and we would bave to use the standards promulgated by Mr. Johnston 
as to whether or not they were in a normal or an excess-profit position. 

Mr. ABerNnetuy. The responsibility of your department is to apply 
that 11 cents somewhere. If they get it, where will you apply it? 

Mr. DiSatie. We will take that up at the time an application is 
made. 

Mr. Apernetuy. Well, could you surmise that that might be a 
further roll-back of beef at the farm level? 

Mr. DrSatue. I would say that you could surmise otherwise. This 
program we have announced is our program for meat. 

Mr. ABERNETHY. Would it add anything to the cost of meat over 
the counter? 

Mr. DiSatte. I just would not—I could not give you a conclusion 
on the basis of hypothetical facts. 

Mr. Apernetuy. Of course it would. Did I understand you to 
say that meat prices are now the same that they were in January at 
the retail counter? 

Mr. DiSauuie. Yes; under this order I would say that is our pur- 
pose of keeping them at that level. 

Mr. ABERNETHY. My wife has certainly been misrepresenting 
things to me then, if that is true; and from what I read in the papers, 
everyone is misrepresenting that. One more question and I am 
through. 

Mr. DiSatue. I am glad to know you are married. You know my 
problems then, too. 

Mr. AseErNetuHy. And with three more in my family to feed. 

You have got this roll-back coming up on May 20, I believe, and 
then you have two others to follow that will have the effect of reducing 
the market for beef on hoof at the farm level to 120 percent of parity. 
Can you give us any assurance there will not be any more roll-backs 
after that? 

Mr. DiSauie. I said this, there was some thinking, not about 
announcing these roll-backs at this time, but to announce them at the 
time we were going to put them into effect. It was my position, in 
order to be absolutely fair and honest about this they should be 
announced now, and that would be our program for, the remainder 
of the control program as far as I could see it. 

Mr. AsBerRNeTHY. Then perhaps this morning’s press can carry 
the story that there will be no further roll-back at the farm level after 
these roll-backs take effect? 
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Mr. DiSauue. I think that would be a very fair and a very good 
assumption to make. Of course, I am only speaking for myself. 
And as you know, the life of a Director of Price Stabilization is rather 
uncertain. I am not speaking for my successors. 

Mr. ABERNETHY. I sympathize with that. 

Mr. Poagce. I want to ask you about the philosophy of these 
things. Is not a great deal of our present trouble due to the mental 
attitude of the people who feel they better buy everything they can? 
We have had a great deal of scare buying, have we not? 

Mr. DiSatuie. That is right. I am not an economist, Mr. Poage, 
but I think I have been around people a long time. When the econ- 
omists tell me that the psychological factors in an inflationary trend 
may be far more important than the actual economic factors them- 
selves, I am inclined to agree, because once people get into a state of 
mind where they are living in a state of fear, we might be embarked 
on an inflationary trend that no outside factors could halt. 

Mr. Poaage. I think that is right. Therefore, why would it not be 
a good idea for your office to try, so far as possible, to counteract that 
fear on the part of the people? You do want to try to do that, do you 
not? 

Mr. DiSatie. We sure do, and that is why we have taken the 
actions we have. 

Mr. Poacr. You have emphasized the fact and have publicized the 
fact and have used every opportunity to encourage people to under- 
stand they are paying a tremendous price for meat. 

Your office has given out repeatedly statements about the price of 
meat being out of line. 

You have right now suggested that the price of meat was extremely 
high. 

You have not done anything of the kind to show that the price of 
wheat is very low, have you? 

Mr. DiSaute. I would imagine that most people would take judi- 
cial notice of the fact that it was below parity. 

Mr. Poacr. You are assuming that, but you have not done any- 
thing in your office. I think you correctly stated the principle that 
ofttfmes the attitude of the people is more important than the actual 
physical supply of goods in determining whether there will be inflation 
or not, and you have taken no steps to point out that the great major- 
ity of agricultural protlucts are selling below parity. 

Mr. DiSatue. That is not so, Mr. Congressman. I have on many, 
many occasions stated the fact that we could not control the vast 
majority of agricultural products, because they were below parity. 

Mr. Poace. You have made that statement as a kind of excuse 
for the price being high. You have used it to emphasize the fact 
that the public ought to have some relief, and have called their 
attention to the fact that you could not give it to them because of the 
existence of the parity provision in the law. 

Have you ever gone out and shown the people the facts that most 
agricultural produc ts are today selling for less than they have sold 
at for some time since the close of World War II? 

Mr. DiSaute. Yes; I have. 

Mr. Poagr. Where? 

Mr. DiSauue. Well, at one time, before one of the committees, I 
think it was the ‘watchdog committee,” I pointed out that if all of 
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the items below parity would reach parity, it would mean a 2-percent 
increase. And I have also pointed out, taking the Agriculture 
Department’s figures, to show that in the cost of a loaf of bread, only 
2.5 cents went to the farmer. I have done that many times. 

Mr. Poage. That is right. Have you ever shown to the public 
that while the price of wheat is today 60 cents a bushel less than it was 
in 1948, that is, a cent a pound less, that the price of bread is higher 
on the market right now by approximately 1.5 cents, I believe, than 
it was in 1948; have you pointed that out to the public? 

Mr. DiSatun. Not that specific instance, but, Mr. Poage, I would 
like to point this out right now: As far as I am concerned, since I 
have become Director of Price Stabilization I have attempted to main- 
tain a balance in these things. I have not gone out and attempted 
to instigate people into riots or rebellion or anything of that kind. I 
think I have made a rather fair approach to the problem. I have 
pointed out many times that people could not be expected to pay 
1946 prices and get 1951 wages. 

I have tried to point out, if we are going to be successful in the pro- 
gram, that all people in their approach to the problem would have to 
be reasonable. 

And I have also pointed out that I am not in this job for the pur- 
pose of fixing blames, but I was asked to fix prices. That is what we 
are attempting to do. 

I certainly do not think that any action that has been taken by our 
office has been unreasonable or in the nature of a grandstand action. 

Mr. Poager. Of course, Mr. DiSalle, you have a perfect right to 
your belief about that. I am sure you do believe that you have done 
your best, but to those who sit out a little farther away and possibly 
get a different perspective of the thing, it seems to me vou have done 
almost everything possible to lead the people to believe that they were 
paying too much for beef, that they were being robbed by the pro- 
ducers and, at least, maybe it was not your fault, maybe the fault of 
the newspapers and the radio, but certainly there has been very little 
publicity given to the fact that the great majority of agricultural 
products 

Mr. DiSaute. I do not believe anybody has to tell the housewife 
whether she is getting too much or too little. 

Mr. Poace. Why do you keep telling her that about beef, if you 
believe that? : 

Mr. DiSatue. About beef? 

Mr. Poaae. If you think it is not necessary, why do you keep telling 
rer that? 

Mr. DiSatte. In taking this kind of action I thought it was only 
fair to point out that the cattle was at 152 percent of parity. That 
is only a statement of fact. 

Mr. Poage. You have made it your business to emphasize high 
costs and to scare the public with the high cost of beef. And I think 
you have done irreparable injury to any effort to try to control prices 
i the United States, because you have, probably more than any other 
one organization—I mean your whole organization—you have con- 








tributed more, as I see it, to scaring the American people into a psy- 
chology that is bound to result in high prices. It is bound to result 
in a breakdown of our whole economic system. You have done that 
more than any other agency of Government. 
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Mr. DrSatue. I would like to point out that the cost of living had 
increased 8 percent before the Director of Price Stabilization had 
even been appointed. 

Mr. Poags. There is no question about that. So had wages. 
So had profits. So had most everything else. That is all. 

Mr. Horr. Mr. DiSalle, you have had this question of ceilings on 
meat and meat animals under consideration for a long time, have 
you not? 

Mr. DiSauue. Yes; we have. 

Mr. Hops. Ever since you have been in your present position? 

Mr. DiSauue. That is right. 

Mr. Horr. You have, until this order came out, in the reports that 
came from your office, stated that in the case of live animals, cattle 
particularly, that there would be no roll-back of any substantial 
amount. That has been true, has it not, has not that word gone 
out from your office repeatedly during the last 3 or 4 months? 

Mr. DiSautite. We have quite a few people over there. Maybe 
some people might have said that, but I know of no official statement 
to that effect. 

Mr. Horr. I am not talking about official statements. You have 
had a lot of livestock people before you and before the people in your 
office who are in charge of this particular aspect of price control. 
I think there are 50 livestock producers in this room today who could 
probably tell you that they had been down in your office or talked to 
someone who had been in your office or in the office of some of the 
people who are in charge of this particular activity, and they were 
told that there would be no substantial roll-back, at least none back 
of the January 25 price. I have been told that repeatedly, not by 
you, but by Mr. Erikson and others in your office. And the cattle- 
men of this country have thought they had a right to rely upon what 
they were told by those in official position, and they have governed 
themselves accordingly. 

What is the reason that you have changed your program here so 
suddenly into a program which means a terrific loss to every cattleman 
who has relied upon these statements that have been coming from 
your office for the past 3 or 4 months? 

Mr. DrSauue. I know of no change in our program. In fact, in 
some discussions with livestock people I have even probed them about 
the question of deeper roll-backs past the January date. This original 
roll-back of January or to January was taken with the idea that it 
would prove less harmful. 

I do not consider the steps to be taken in the future in the nature 
of roll-backs, because given 3 to 5 months’ time to plan their buying 
and their feeding, I do not think that anyone will be hurt by it. 

Mr. Hope. Of course, that shows you do not know anything about 
the cattle business, because the men who are going to sell cattle after 
the Ist of August and after the Ist of October’ have got to make 
their plans right now, they do not make their plans overnight, they 
have to make their plans now. It is a roll-back so far as they are 
concerned. If they hold their cattle until that time, it will be a 
roll-back. If they sell the cattle now and buy more cattle at present 
prices and hold them until after that time, it will be a rol!-back. 
There is not any use in calling it by any other name or saying it is 
not a roll-back, because it actually means a loss to those people. 
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Do I understand you to say that your office has never given out 
any information which would lead cattle producers and cattle feeders 
to believe that there would not be a roll-back past January? 

Mr. DiSauue. As I said before, I would have no way of knowing 
what people in the office might have said, but the policy ——— 

Mr. Hore. Mr. Erikson and others in your office—will they be up 
here this afternoon; can you have them up here to go into that 
question? 

Mr. DiSatur. The policy is established at the top level in the office, 
and I want to say this at this time for the committee and for the ree ord, 
that this program was not decided upon until it came to my office. I 
accept compleie responsibility for the program. 

Mr. Horr. Allright. You have consulied with livestock producers 
and livestock distributors, have you not, in the course of this program? 

Mr. DiSauue. Yes, we have; a good many of them. 

Mr. Horr. Have any of them recommended the program that you 
have put into effect? 

Mr. DiSatue. No; they have not recommended such a program, 
although we have talked to some people, some feeders—at least I have 
talked to some feeders unofficially—who said that if a reduction was 
going to be, was contemplated, that a staggered or progressive reduc- 
tion would give them a better opportunity to plan for it than trying to 
take the whole amount off at one time. 

Mr. Hore. Aside from that you have not paid any attention to these 
suggestions that were made to you by anyone who is engaged in the 
business of producing or marketing livestock, is that a fair statement? 

Mr. DiSauue. I would not say that. I take into consideration the 
recommendations and advice of a good many people, of people who 
know the business, and the cone lusions thai we make are on the basis 
of the best advice that we can get. 

Certainly, | would not expect the livestock grower to come in and 
say, “‘Please, reduce my prices.’’ I would not expect him to do that. 

I have to make the judgment and the decision based upon the facts 
that I can gather. 

Mr. Horr. Can you name anyone engaged in the livestock business 
or familiar with it who has recommended the action which has been 
taken or who approves of the action which has been taken? 

Mr. DiSauie. No; | could not. I would not expect them to. If 
I did have, I certainly would not make their names available here. 

The Cuarrman. Did the Secretary of Agriculture recommen: or 
approve this order? 

Mr. DiSauuie. The Secretary of Agriculture? 

The CHarrMan. Yes. 

Mr. DiSatite. Recommend it? I would say “No.” 

The Cuatrrman. Was he consulted abut it? 

Mr. DiSauue. Yes, he was. 

The CHarrMan. You do not know what his views are or were? 

Mr. DiSauue. I know what his views are, but 1 would rather have 
him express his views. 

The Cuatrman. Do you not know, as a matter of fact, that he is 
opposed to roll-backs? 

Mr. DrSauue. | would not say that as a matter of across-the-board 
principle, but 1 would rather have the Secretary of Agriculture speak 
for himself. 
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The Cuarrman. All right, sir. 
Mr. Hope. It is a matter of common knowledge that the Secretary 
of Agriculture and no one in the Agriculture Department, so far as I 
have been able to find out, approved this order. You do not contend 
that they do approve it? 

Mr. DiSauue. | certainly do not. 1 would not ask them to approve 
it. After all, they are not charged with the responsibility of stabiliza- 
tion. We are the only agency that is charged with that responsibility. 
And | certainly—when I told you in the beginning that I accepted the 
full responsibilitv—I do accept the full responsibility for the order. 

Mr. Hope. | understand that, but no one who has the responsibility 
of seeing that the production of this country is maintained or increased 
has expressed any approval of this order, is that not correct, speaking 
about the production of livestock? 

Mr. DiSautur. We are charged in the act with making our deter- 
mination as to whether the act, the regulation, would be such as to 
interfere with production. Our determination has been that it 
does not. 

Mr. Hope. Your determination is that this will not in any way re- 
duce or interfere with livestock production? 

Mr. DiSauie. That is right. 

Mr. Horr. Do you know of any other person in this country, or in 
any agency of this Government, who is proceeding now in an effort 
to secure an increased production on the theory that you can just 
continue toward more production by reducing the price of the com- 
modity? 

Mr. DiSauue. | would have to check that. I do not know. 

Mr. Horr. | think you would have to check quite a while. 

Now here is a situation that is confronting many thousands, in fact 
it runs into the hundreds of thousands of small livestock producers in 
this country. You say you think your order is fair to everybody, and 
you say you think it is fair because livestock prices and meat prices 
have been high, and that even with your reduction that you are 
attempting to bring about through the roll-back that they will still be 
high. 

Have I stated correctly your point? 

Mr. DiSatte. | think, generally, that is so. 

Mr. Horr. You think that is fair to everybody, because prices will 
still be high compared to some past periods, but that, of course, does 
not take into account the man who bought cattle in January at the 
prevailing market price and who now finds that those cattle are worth 
10 percent less than he paid for them in January, and if he holds them 
until August he will have to sell for 445 percent less than they are worth 
now, and in October it will be 4% percent less than in August—does 
that strike you as being fair to that particular individual who is going 
to have to sell at a loss when he disposes of his cattle? 

Mr. DiSauue. If he holds them that long, he will not have to sell 
at a loss, he will sell at a profit. 

Mr. Horr. That means that the average cattleman makes a profit 
of about 19 percent on all of his operations, because he is going to 
take a 19-percent loss, and whatever he makes would have to be or 
would mean that he would be making more than 19 percent profit 
during that period of time. Have you gone into the livestock business 
enough to know anything about the average profits of the producers 
and the feeders of cattle? 
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Mr. DiSauue. Yes; I believe so. 

Here is a statement from the Bureau of Agricultural Economics 
published sometime in January, the middle of January, where they 
point out that the feeder cattle last June could be bought at 27.67 
per hundred pounds and today that same animal, after 7 months on 
feed, brings 33.90 per hundred pounds. Suppose the farmer bought 
a 700-pound animal and sold this month, his profit would be 6.85 per 
hundred, or about $48 on the original weight. 

This same article points out that profits of from $75 to $100 a head 
on feeder cattle would not be unusual. 

Mr. Simpson. Does that show the net or gross profit? 

Mr. DiSauue. It goes down and breaks it down further as to net. 

Mr. Stupson. What does he make after he pays his expenses? 

Mr. DiSatue. With the equivalents of about 40 bushels of corn 
costing $1.40 or $56, he could add 300 pounds to it, which would add 
another profit of $56, netting him more than $100 per animal. 

Mr. Stmpson. Is that gross or net? 

Mr. DiSauue. That is net. 

Mr. Horr. Where does the labor cost come in there, where is the 
interest on the investment, where is that included? 

Mr. DrSauue. This is from the Bureau of Agricultural Economics. 
I am taking their statement for it. 

Mr. Horr. That is giving the difference between the price that the 
farmer received for an animal he bought and the price he received 
after he fed it for a number of months. You are saying that the 
difference between the price that be paid and the price that he receives 
is net profit, as I take it; is that correct? 

Mr. DiSauie. What was your statement again? 

Mr. Hops. If I understood you, you said he paid so much, and a 
number of months later he sold the animal for so much more, and 
you are computing that difference as all being profit. That does 
not take into account his cost for feed, his cost for labor, his cost for 
interest, his cost for transportation, or any of the other costs that 
enter into the production of a beef animal. 

Mr. DiSauuz. This article goes on to say that it is netting the 
farmer more than $100 an animal. 

Mr. Hope. Does it break down the cost, does that indicate that it 
includes those items? 

Mr. DiSatue. Yes, it does. 

Mr. Horr. What does it say, how much does it allow for interest 
on investment? 

Mr. DrSauue. I do not have that breakdown but it is a net figure 
of $100, represented as being the net to the farmer, that he earns 
after his cost. 

Mr. Horr. How much was allowed for labor? 

Mr. DiSauuie. I would not know what they allow for labor. 

Mr. Horr. What does it allow for the other items? You say the 
farmer gets $100 net. He has had to buy a lot of feed, has he not? 
Do you mean that he makes $100 above the feed that he puts into 
the animal, and the interest he has paid and the other costs? 

Mr. DiSauue. That is what this article goes on to say. 

Mr. Hope. I wish you would put that article in the record. I 
would like to have time to read that article, because I do not think 
you will find any cattlemen here in the audience or anyone that 
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knows anything about cattle feeding who would agree with any 
construction that you might put on that, that would indicate that 
it was net profit. 

I am sorry you do not have the figures which show us those costs. 

I want to call to your attention in that connection some letters 
which I have received from actual cattle producers, men who are 
little producers, who are operating on borrowed money, a good many 
of them war veterans who are just getting a start. 

Here is a wire from a man by the name of Jack Miller, of Kinsley, 
Kans. I might state that Mr. Miller was so concerned about this 
matter after he sent this wire, that he called me out of a sound sleep 
at 1:30 this morning to tell me more about it. [Reading:] 

Because of the 19-percent roll-back on live cattle, I stand to lose all of the 
savings since the war after serving 39 months overseas with the Nineteenth 
Infantry. I will gladly risk my own money on the open market, but not dictated 
controls. I never fought a war for such. 

Here is a letter from Mr. McMillan, of Ashland, Kans., in which 
he says: 

The price roll-back of 3 cents now on the thousand-pound heifer ready for 
market means $30 loss on 100 head which most cattlemen have. That, at least, 
means a $3,000 loss. That is asking quite a sacrifice of the cattleman and to 
expect him to restock only to take a $3,000 loss again in the fall is going past the 
point of good business judgment. 

‘Here is an extract from a letter from Mr. Stewey of Alma, Kans., 
in which he says: 

Any farmer knowing that his animals will be worth less in October will cer- 
tainly not keep them and put on additional pounds.. We sold some half-fat 


feeders recently at 34 cents per pound. How can the purchaser or feeder hope 
to unload and escape a loss as suggested by Mr. DiSalle? 

Here is a letter from Mr. Shaffer, who says: 

What other industry is being asked to roll back prices when the pre-Korean 
level is 25 percent less than prices in June 1948? Government experts announce 
that the roll-back will be gradual, so that feeders can market their cattie earlier 
and avoid a loss. As a result feeders will probably take a loss. Packers will 
anticipate price drop and bid lower. What about the stock cattlemen, the man 
who buys calves and grows them from 400 pounds to 700 pounds for the feeder? 
I bought cattle last month at 41 cents per pound. After grazing them all summer, 
I may have to take 27 cents per pound this fall at the announced ceilings and 
will suffer a substantial loss. 


Here is a letter from a war veteran: 


Before writing this letter I sat down and figured what my cattle will bring 
next fall and the profit they will make. Taking into consideration the new price 
roll-back, the profit will be 2 cents per head, not counting the cake bill during 
the winter, the feeds they grazed off, trucking expense, selling expense, interest, 
and my labor. 

You can see why I said before that this can be termed a disaster 
to him. I could go on and read a number of other letters like that 
from small farmers who are in a similar situation. 

I would just like to ask you if you consider that a roll-back such as 
you have announced is fair to that producer? 

Mr. DiSauue. If we did not think it was fair, it would not have 
been issued. 

Mr. Horr. That does not answer my question. 

Did you have in mind when you issued this order the plight of 
these little producers who are now giving us the facts and figures of 
84040—51——3 
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their operation and are showing that if this order is continued it 
will mean a substantial and serious loss to them? 

Mr. DiSauue. We considered it from every conceivable standpoint, 
and we felt that the order was fair and would not result in more than 
a loss of paper profits. 

Mr. Horr. How can you say it would not result in more than a loss 
of paper profits when a man is going to have to sell something for much 
less than he paid for it? 

Mr. DrSauue. I would like to have those people come in and show 
us what they have. 

Mr. Horr. Have you had any of them come in and show you what 
they had? 

Mr. DiSautue. We have had some general statements. 

Mr. Hope. It would have been better to have had them come in 
before you issued the order, instead of after. 

Mr. DiSauye. They did come in. We had them in from all over, 
a great many of them. 

Mr. Horr. But you did not pay any attention to what they said, 
did you? 

Mr. DiSauue. Well, ves; we did. 

Mr. Horr. You did not follow their suggestions, so far as I can tell, 
any suggestions of those who are familiar with the livestock industry. 

I want to ask you another question and that is with respect to the 
enforcement of this order. You have fixed a price that the buyer 
shall pay. You say he shall pay a maximum price of so much for one 
type and grade and you are going to determine whether or not he 
complies by inspecting the grading of the carcasses that he butchers 
from that livestock which he purchased. You are going to make that 
determination by employees who will go into the packing plants and 
grade the carcasses, as | understand it. 

Mr. DrSauue. That is correct. 

Mr. Hope. How many graders will you have to hire in order to en- 
force those provisions? 

Mr. DiSatie. The Department of Agriculture is furnishing the 
grading service. 

Mr. Horr. You ought to know about how many it will take. 

Mr. DiSauue. I did know that figure. Ido not have it in my head 
at the moment. 

(The information requested is as follows:) 

Latest estimate is that a total of 500 graders will be needed. The Department 
was employing 218 in April 1951; so that the number of graders added will be 
about 280. 

Mr. Hope. How are they being appointed, as the result of a civil- 
service examination or some other determination of their qualifications, 
are are they being appointed through political recommendations? 

Mr. DiSauur. The Department of Agriculture is doing it. 

Mr. Horr. You do not know how they are doing it? 

Mr. DiSauue. Ido not. I would imagine if they have civil-service 
lists they will come from that. 

Mr. Horr. You are interested in having, are you not, an accurate 
system of gr ading put into effect, so that vour program will be operat- 
ing efficiently? 

Mr. DiSautue. Yes, we are. That is why we are asking that the 
Department of Agriculture take over that part of the program. We 
feel that they are ‘better qualified to do it. 
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Mr. Horr. You are interested or should be, to a sufficient extent, 
to take some interest in the matter yourself, I hope, in seeing that 
these graders are capable people. 

Mr. DiSauue. Well, we have confidence in the Department of 
Agriculture and their operation. 

Mr. Horr. Yes. They are going to have to go out and secure a 
large number of new men to act as graders, are they not? 

Mr. DiSauue. | understand they have already made those arrange- 
ments. 

Mr. Hope. Do you know whether they are men who are experienced 
graders or whether they are just people who are looking for jobs now 
and have had no experience in grading? 

Mr. DiSauue. In talking to Mr. Reed he tells me that they are 
people who are qualified graders. 

Mr. Horr. Does he tell you whether they have had any experience 
or not? 

Mr. DiSauue. I would not know how they would become qualified 
graders without experience. 

Mr. Horr. I know this, there is no surplus of qualified meat 
graders in the country, and if we are going to put a number of people 
on the job who are expected to grade meat, most of them will have to 
get their experience after they get on the job. 

Let me ask you this: Did your office make any investigation as to 
the difficulty that even experienced graders go through in determining 
a particular grade? 

Mr. DiSauue. Yes. There is not any question about that. We are 
fully cognizant of it. That occurs even in the normal practice without 
controls. 

Mr. Horr. You understand, then, that even experienced graders 
have difficulty sometimes in determining just which particular grade 
a carcass might fall into? 

Mr. DiSauue. That is right. 

Mr. Horr. With a lot of new graders that difficulty would be 
intensified; would it not? 

Mr. DiSauue. I understand that even the best graders have been 
known to make mistakes in their grading of meats. 

Mr. Horr. And the worst ones make more mistakes, no doubt? 

Mr. DiSauue. Well, J would imagine that is true about people 
generally. 

The CuarrmMan. Who is going to pay the cost of the grading? 

Mr. DiSauie. The Department. I do not know exactly how that 
has been worked out between our office and the Department of 
Agriculture. 

The CHarrMan. That is going to cost some money. That will be 
added on to the consumer and passed on to the price of the meat? 

Mr. DiSauue. I think that would be a very small part of the cost 
that the consumer has been paving in the past. 

The CHarrMan. That still does not answer the question. Is it 
proposed to pass on the cost of the grading to the consuming public, 
or is the Government going to pay it? 

Mr. DiSauue. I just do not know how that will be worked out. I 
will be glad to give that information to vou. 

(The information requested is as follows: ) 


The Department of Agriculture charges slaughterers at the rate of $3.60 per 
hour for the services of a grader. This charge completely covers the costs to the 
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Department of Agriculture of maintaining the grading service. The ceiling 
prices for beef are computed so as to allow for the cost of grading to the packer. 

Mr. Horr. Mr. DiSalle, I notice here in the price ceiling on the 
various types and grades of cattle that as between the commercial 
grade and the good grade there is a difference of $4 per hundred, 
and as between the utility grade and the commercial grade there is 
a difference of $5.50. That means, does it not, that when a grader 
goes into a slaughterhouse or a packing plant and inspects a carcass, 
the decision he is going to make as to whether that carcass is utility 
or commercial is going to make a difference of $5.50 per hundred? 

Mr. DiSauve. I think that figure is $6.50. 

Mr. Hope. I think it is $5.50. At least that is what it says in this 
order. 

Mr. DiSatue. Between commercial and utility? 

Mr. Hors. This inspector of an animal weighing 1,000 pounds, we 
will say, that will make a difference of $55 in the price; will it not? 

Mr. DiSatuie. That is right. 

Mr. Hops. So that unless this man is a very well-qualified man, 
and you say that the best of them make mistakes, he is going to 
make a decision when he grades this carcass that means, in some 
cases, as much as $50 or $55 to the packer, when it comes to deter- 
mining whether he has gone beyond or below the ceiling? 

Mr. DiSatue. That is right. That has occurred in the past. In 
normal times graders have made mistakes that have cost the packers 
a great deal of money. 

Mr. Horr. That is true, but in that case it did not make any 
difference to anybody, did it, as it will in this case? 

Mr. DiSatue. It certainly had its effect in the past and will have 
its effect now. 

Mr. Horr. What do you think the attitude of a packer-buyer will 
be when he knows, if he makes a bad guess, and leans a little bit to 
the farmer’s side of that transaction, that it will mean that meat may 
be graded to sell at $50 or $55 or $60 less per carcass than the grade he 
gave it when he bought it, he is going to be pretty close in his buying, 
isn’t he? 

Mr. DiSaute. At least, it is going to have a tendency of making 
him very careful. 

Mr. Hope. He will make a very careful buy and lean to the side of 
the low price, will he not, in that case? 

Mr. DiSauue. I think the producer always has the last word on that. 

Mr. Hops. That is the most remarkable statement that has been 
made here today. That indicates just how screwy this whole thing is, 
because the producer who brings cattle to the market can take what 
the buyer offers him or haul them back home. He has two choices— 
he can do one or the other. That means that the packer-buyer is the 
man who determines that price, and under the circumstances that 
will exist in this situation we know that he is not going to bid that 
price up, he will push that price down, and everything that we all 
know about the marketing of livestock would indicate that the farmer 
is not going to get the maximum price; he is going to get less than the 
maximum price when he takes his cattle to market. I believe that 
will be demonstrated if this order is continued in effect very long. 

The CHarrMan. I just want to ask one question, Mr. DiSalle. 
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Where do you have the basic authority for requiring this grading 
service? Up io now it isa voluntary service paid for from the Depart- 
ment of Agriculture. Now you are imposing an additional burden on 
the Department of Agriculture. By what authority is thai being 
accomplished? 

Mr. DiSatie. We have a memorandum in preparation from our 
chief counsel supporting our basic authority that I will be glad to file 
with the commiitee. 

The CuHarrMan. All right. 

(The memorandum referred to is as follows:) 


OFFICE OF PRICE STABILIZATION, 
Washington 25, D. C., May 17, 1951. 
Hon. Haroip D. Coo ey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Dear Mr. Coo.ey: Reference is made to my remarks before your committce 
on May 11, on page 72, in which I state that a memorandum was being prepared 
by my chief counsel on the validity of grade-marking and related provisions on 
meat regulations. 

In compliance with your request that this memorandum be submitted for the 
record, a copy is enclosed herewith. 

Sincerely yours, 
Micwakeu, V. DiSaue. 


May 2, 1951. 
Memorandum. 
To: Michael V. DiSalle, Director, OPS. 
From: Harold Leventhal, chief counsel. 
Subject: Validity of grade marking and related provisions of meat regulations. 


I have carefully studied the grade marking and related provisions of Distribu- 
tion Regulation 2, and Ceiling Price Regulations 23, 24, 25, and 26, and am of 
the opinion that they are valid under the Defense Production Act of 1950. 


A. DISTRIBUTION REGULATION 2 


Distribution Regulation 2 is issued under title I (allocations) of the Defense 
Production Act of 1950. It specifically requires grade marking of meat in ac- 
cordance with the applicable standards of the Department of Agriculture, and 
also requires preservation of records of shipments by grade. In this way OPS 
will have adequate information as to distribution patterns in the industry quality- 
wise. This information will enable OPS to issue an allocations order designed 
to maintain the patterns of distribution which have been found to exist. The 
grade-marking requirement is therefore a necessary part of an allocation program. 

Since Distribution Regulation 2 is issued under title I, it is not in any way 
prohibited by section 402 (b) of the act. 

Section 402 (b) expressly provides: 

“Nothing in this ttle shall be construed * * * (2) as authorizing the 
President to require the grade labeling of any materials.’’ [Italics added.] 

This provision is a part of title IV, Price and Wage Stabilization. It is an 
entirely different grant of authority from title I, Priorities and Allocations. 
Indeed the bill as originally introduced contained the counterpart of title I but 
no provisions like title IV. These were added during the course of legislative 
consideration. The language of the act shows that section 402 (b) is inapplicable 
to regulations issued under title I. 

Legislative history—The legislative history makes it clear that this language 
of section 402 (b) was used deliberately with full awareness that it was not a 
limitation on all powers exercised under the act but only on powers exercised 
under title IV. 

Debate.—The provision was originally offered as an amendment by Senator 
Bricker reading ‘‘nothing in this Act * * *.’? At Senator Maybank’s 
suggestion, Senator Bricker limited this provision by substituting ‘‘title”’ 

for “Act’’? (96 Congressional Record 12465, 12709). 
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Conference report.—The report of the conference committee underscores 
that this provision is limited to title IV. (See 8S. Rept. 3042, 81st Cong., 
2d sess., p. 33.) 

“Section 402 (i) of the Senate amendment prohibited the President from 
using his control powers under Title IV to eliminate or restrict the use of 
trade or brand names, require grade labeling, standardize materials or 
services except where no alternative exists for effective price control, or 
establish price ceilings on the basis of specifications or standards not previ- 
ously in general use or required under Federal law. No similar provision was 
in the House bill. The provision is included in section 402 (h) of the con- 
ference substitute.”’ 

Without considering for present purposes, therefore, whether or to what extent 
grade-marking requirements are prohibited by section 402 (h), in a regulation 
issued under title [V, it is clear that there is authority under title I for these re- 
quirements in Distribution Regulation 2. 


B. PRICE REGULATIONS 
(CPR’s 23, 24, 25 and 26) 


The beef regulations fix prices based on the Department of Agriculture grades 
and also contain requirements that— 

(1) Retailers preserve the grade marks on the beef.! 

(2) Retailers buy and sell only grade-marked beef.! 

(3) Beef be correctly graded and the grade correctly shown on the invoice. 

(4) Prefabricated, quick-frozen, and packaged cuts bear a tag or other 
marking showing, among other things, the grade of the cut. 

(5) Ungraded beef cuts may not be sold except at the ceiling prices for meat 
of the lowest grade. 

(6) Retailers displaying beef place different grades in separate travs. 

In the first place these provisions do not require grade marking. The grade 
marking is required at the slaughterer level, and is pursuant to Distribution 
Regulation 2 and title I of the act. 

The provisions in these beef price ceiling regulations do not require grade 
marking but rather require that the beef seller retain the indication of grade 
already provided at the slaughterer level. Such a requirement is not prohibited 
by section 402 (h) and is, indeed, justified by section 402 (g) which authorizes 
the President to prevent circumvention and evasion of regulations. <A seller who 
obliterated or concealed a grade mark may be doing so for the purpose of evading 
the ceiling price. But regardless of subjective intent the practice is so related to 
the possibilities of eavsion as to warrant prohibition under section 402 (g). It 
should be noted that the regulation does permit removal of the grade mark where 
that is necessary to the preparation of the standard cuts of the beef. 

As a matter of administration, in order to aid in the enforcement and applica- 
tion of the regulation, the seller is required in various ways to identify the grade 
to his customers. But a requirement that a seller make a reasonable indentifica- 
tion of the grade already on the beef does not constitute a requirement of grade 
labeling prohibited by section 402 (h). That is demonstrated by judicial prece- 
dent considering the statutory provision in the Emergency Price Control Act of 
1942, as amended—section 2 (j)—which was reenacted in 1950 as section 402 (h) 
(U.S. v. Siegel Bros., 52 F. Supp. 238 (E. D. Wash. 1943)). 

In U. S. v. Siegel Bros. (52 F. Supp. 238 (E. D. Wash., 1943)) there was in- 
volved the validity of Revised Maximum Price Regulation No. 169 which re- 
quired wholesalers to furnish buyers with written statements setting forth the 
grade and sex of beef sold. The court held that this equirement was not pro- 
prohibited by section 2 (j) (the Taft amendment), saying (p. 244): 

“These defendants are charged only with the failure to furnish to the buyers 
the written statements setting forth the grade, including sex identification, as 
required by section 1364.407 (f). This does not involve the question of grade 
labeling. The so-called Taft amendment of July 16, 1943, did not attempt to pro- 
hibit this regulatory requirement. Therefore, there is no basis to defendant's com- 
plaint against these counts in the tinformation.”’ [Italics added.] 

Thus the requirement that the seller furnish the buyer an identification of 
grade was held not to be a violation of the Taft amendment. All the require- 
ments listed above in CPR’s 23, 24, 25, and 26 amount to no more than a require- 
ment that the seller furnish the buyer a written statement identifying a grade. 


! DR 2 imposes the same requirements on packers and wholesalers. 








i ae ee eee 








1g 
to 
It 
re 


Aa- 
de 
a- 
de 
e- 
oO 


h) 


in- 
re- 
he 


Ts 

as 
de 
ro- 
m- 


of 
re- 
re- 
de. 















BEEF CEILING PRICE REGULATIONS 33 


Indeed they constitute a less affirmative requirement, and one more in keeping 
with the problems and industry practice. 

The beef regulations provide pricing by grades. It is obviously necessary, in 
order to prohibit circumvention or evasion of this regulation, to prevent sellers 
from removing grade marks or selling ungraded meat. Similar considerations 
are applicable to the provision that the ceiling prices for ungraded meat are the 
ceiling prices established for corresponding cuts of the lowest grade, which in 
addition is an appropriate price classification necessary to prevent evasion. 

Mr. Haut. Mr. DiSalle, I would like to ask you a question. I came 
in here when Mr. Abernethy was qifestioning you. It just seemed to 
me I understood your answer to a question that he put to you—I may 
have misunderstood you—that you said that there would be no 
lessening or decrease of the price of beef to the consumer as the result 
of this order. Did I hear correctly? 

Mr. DiSaute. No. He was asking about the first reduction of 
livestock prices, and I said that the reduction to the consumer would 
be small, that we would furnish him a breakdown as to exactly how 
that is distributed, but that it eventually results in 8 or 9 cents a 
pound decrease to the consumer. 

Mr. Hauu. It just occurred to me that in view of the stringent order 
that you are placing upon these cattlemen these other groups all along 
the line, if cattlemen are going to be penalized, the other groups like 
the packers and some of the other middlemen down the line, should be 
made to feel the pinch equally as much. I cannot see penalizing these 
cattlemen. 

Did I understand from your statement that these other groups are 
going to bear the brunt, the burden, in a like manner? 

Mr. DiSatue. All margins will be squeezed all the way up the line. 

Mr. Poaae. Is it not fair to say, Mr. DiSalle, that the margins of 
these packers will be increased by this order? 

Mr. DiSatue. No, it is not fair. 

Mr. Poaar. Wait a minute. You just told Mr. Abernethy that 
the butcher was going to get about 15 percent of this. 

Mr. DiSauuie. That is right. 

Mr. PoaGcr. You never could get any further. It seems, then, that 
we must know who else is going to get part of this, then, if the packer 
is not going to get any of it. 

Mr. DiSauuie. Even the retail margin of 15 percent is a smaller 
margin than normally has been enjoyed by the retailer. 

Mr. Poagr. But the retailer is going to get an increase as a result 
of your 10 percent roll-back. 

Mr. DiSauue. He will get a restoration. 

Mr. Poace. He will get more than he is getting today; will he not? 

Mr. DiSauue. More than he is getting ioday; yes. 

Mr. Poaacr. And the packer will get more than he is getting today; 
will he not? 

Mr. DiSatue. The packer will not get any more than he is getting 
today, but he will be getting what he was supposed to have been getting 
last January. 

Mr. Poace. I am not talking about last January. I am talking 
about comparing it between right now and on the 21st day of May. 
The packer will get more; will he not? 

Mr. DiSatuie. What are your dates again? 

Mr. Poaae. I am saying right now, the 7th day of May, on the 21st 
day of May the packer will get more than he is getting today. 
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Mr. DiSatuz. No, he will not. 

Mr. PoaGe. Put ii back to last month, the packer will be getting 
more than he was getting last month. I believe you did put this in 
effect a little earlier. 

Mr. DiSauue. Are you talking about the dollar-and-cents price that 
he will be getting? 

Mr. Poage. That is right. 

Mr. DrSatte. He will not be. 

Mr. PoaGe. He will not be getting any more? 

Mr. DiSaute. He will not be getting more. 

Mr. Poage. Will the butcher be getting any more? 

Mr. DiSauue. He will not be getting any more. 

Mr. PoaGe. Who is going to get any more? 

Mr. DrSauue. As I said, what this does is to restore the margins 
that existed in January of 1951. 

Mr. Poace. If those margins were greater than they are today, then 
he certainly must be going to get more if they are restored. 

Mr. Hau. If you will permit this observation, I just want to say 
that if the packers and the other middlemen aré not making more, 
Mr. DiSalle, and the cattlemen are being penalized, it seems to me 
that the consuming public ought to take a good, big decrease on the 
price they have to pay for over-the-counter beef. I think you all 
agree with me on that. 

Mr. DiSauue. I think eventually they will. 

Mr. PoaGe. He said eventually. Pin him down on this 10 percent 
right now. 

Mr. Hau. It seems to me that it should be reduced at least 10 
percent and, perhaps, even more if the cattlemen are going to take it 
on the chin as they obviously are. 

Mr. DiSauue. But, Mr. Hall, cattle prices have increased about 12 
percent since January 25. This retail and wholesale and packer price 
has been held at that figure, so that this 10-percent reduction merely 
restores the relationship that existed at that time. 

Mr. Haut. A little while ago Mr. Poage made the observation that 
your office was responsible for building into the public mind the idea 
that the public is paying a whale of a high price for beef. I want to 
defend you to the point that it does not take a schoolboy even to 
figure out that the public is paying a tremendous price, so that I do 
not think you can be blamed for that. You are being blamed for a 
lot of things, but I do not believe you can be blamed for that. 

Mr. DiSauyie. Thank you. 

Mr. Hai. The consumer is paying too high a price for food. | 
do want to say this: That I believe that it is your responsibility, Mr. 
DiSalle, and the responsibility of your office to see that the public 
pays a lower price for beef and for other meat and to see that these 
cattlemen are not going to have to take an awful licking on their pro- 
duction, because certainly they have to make a fair profit and the 
consuming public has to be allowed a big decrease in beef prices. _ It is 
the meat packer, or whoever it is, along the line that you ought to 
get after, and see that they sacrifice along with the cattlemen, if you 
are going to insist on It. 

Mr. DiSalle, the very justification of your existence as price stabilizer. 
the existence of your office, is your pledge to the people of the United 
States that you would lower prices of food, particularly meat. 
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Mr. DiSauue. Mr. Hall, I wish that you were on our staff, because 
you state our position perfectly. 

Mr. Poages. Will you yield there? 

Mr. Hauu. Yes. 

Mr. PoaGe. I want to again get this straight, Mr. DiSalle. We 


Jhave marched up the hill and down the hill three times, but as of the 
420th day of May the producers of livestock are going to have to take, 
Jon an average, approximately 10 percent less for their livestock than 


they were getting, say, the last day of April; is that not right? 
Mr. DiSauue. We ‘have been through that many times, Mr. Poage. 
Mr. Poace. That is right, but you “have backed up on it each and 


Fevery time. 


Mr. DiSatue. The statement remains always this: Livestock prices 


Ihave increased 12 percent from January 25 to date. 


—s 





Mr. Poaaer. Yes. 

Mr. DiSauue. In taking them back to January 25——— 

Mr. Poaae. I have heard that. 

Mr. DiSatue.. We are taking them back to the point where we 


| froze the retailer and the packer. 


Mr. Poace. I have heard that explanation a good many times and 
I have not questioned you on that, but will you answer the question I 
am asking? As of the 20th day of this month, under this order, live- 
stock producers will have to take approximately 10 percent less for 
their livestock; is that not right? 

Mr. DiSauue. Yes. 

Mr. Poaar. And the consumers of beef will receive very little, if 
any, and I,cannot figure any, but it will be very little. You said 
“less than 10 percent’’; did you not, in reduction? 

Mr. DiSauue. Yes. 

Mr. Poage. Then you have also said that neither the packer nor 
the butcher would get any more than he is now getting. 

Mr. DiSauue. He will not get any more dollars-and-cents-wise 
than he is now getting. 

Mr. Poagr. Let us see how that comes out. The producer of 
livestock, we will say, sells a steer for $200 today and he will sell on 
the 20th day of May that steer for $180, the same steer. The con- 
sumers are going to pay the same or approximately the same for that 
beef at the end of the processing, distribution channels. The process- 
ors are going to take in the same amount of money, or approximately 
the same amount of money, that they took in before they did on the 
20th day of May, but they pay $20 less. 

Now, then, where does that $20 go to? You say the processors are 
not going to get any more dollars. 

Mr. Haut. It is going into the pockets of the packers. Is that 
profit, that additional profit, going there? 

Mr. Poagnr. He said they will not get any more dollars. 

Mr. Hatt. It has to be accounted for somewhere. 

Mr. Poages. He has not accounted for it. That is what I want 
him to do. 

Mr. DiSatue. I told the committee that I would be glad to submit 
those figures to them, and I will. 

Mr. Poacr. You cannot be so ignorant; there is not another man 
in this room that is so ignorant as to know ‘that if you reduce the cost 
to processors by $20, and you keep their income the same from the 
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sale of the dressed meat, that somewhere there is $20 extra money 
that goes into somebody’s pocket, and you cannot come up here and 
tell us that you have no idea where that is going. 

Mr. Hatt. I do not come from a cattle district, but I would rather 
see the cattlemen make the money than the big packers. 

Mr. DiSatuie. I am not stating that I do not know where it goes. 

Mr. PoaGce. Where does it go? 

Mr. DiSauuez. I want to go back to your statement 

Mr. Poacr. Wait a minute. You state you do know where it goes. 
I have asked you four or five times, where does it go? Can you tell 
us? 

Mr. DiSatue. I told you and I told this committee many times 
that the major part of it would go to restore those margins. 

Mr. PoaGcr. You told us it would go to restore, but now you also 
tell us that the packers will not get any more money out of this on 
the 21st day of May than the packer got on the Ist day of April, and 
you said that was in dollars and cents. Now, he paid $200 for a steer. 
He sold that stéer, we will say—vou said there was a 30-percent 
difference there—that is $60, so that that product brought $260, 
according to your figures the 21st day of April. Now, then, he is 
going to pay $180 for that steer and he will sell the final products 
which will bring $260. There is $20 more money. That is in money. 
That is not percentage. That is dollars and cents. Somebody gets 
it. 

And you told us you know who gets it, but you have never told us 
who that was, and we want to know. ; 

Mr. DiSauue. I said many times that it goes to restore that 
margin. It goes to restore that margin. 

Mr. PoaGcr. But you have also told us that it did not add any 
dollars and. cents to the packer’s income. 

Mr. DiSauuez. I just wonder whether you want me to answer the 
question. 





Mr. Poace. You have told us about this margin many times. 


You have told us that it goes to put it back in the position that he 
was in in January. 

Mr. DiSauue. That is right. 

Mr. PoaGe. But you have also said that packer and the butcher 
were not going to get any’more dollars and cents. I want to know 
where that $20 goes, whether it restores the margins or not—that 
is not the question—I want to know who will get it. Who is going to 
get the money? 

Mr. DiSauue. If you will give me 2 minutes of uninterrupted time, 
I will answer. I first want to go back to your statement that no 
man is as ignorant as not to know. When I was in the legislature at 
one time, we had a governor that we we were feuding with. He got 
up to address the legislature and he said, “T am as honest as any man 
in this room.’’ I looked around, and I figured he was right. 

Going back to your question, let us take a hypothetical case, let 
us make it very simple and say a packer was making $100 worth of 
sales in January, and as a result of that he was making $8. He 
proceeds through February and March, and the item that he was 
paying $92 for gets to a point where it costs him $102. 

So, when he arrives at this date, he is losing $2 on his $100, worth 
of business. 
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And, when we take and restore his purchases back to the $92, he 
continues in the same position that he was in in January. 

So, whereas he maintains the same dollars-and-cents volume that 
he maintained at that time because he is able to buy at what he was 
able to buy in January, his margin is restored as it was at that figure. 

So, actually, since from February 1 until this date livestock prices 
kept increasing, and the packer was ordered to maintain his prices; 
he has been forced to sell constantly at a diminishing return. And so 
the 10 percent merely restores a portion of the margin that he was 
making in January. 

Mr. Poacr. May I suggest that your 2 minutes has more than 
expired and you have not touched the comparison that I have asked 
you? You have given us this January proposition repeatedly, volun- 
teered it. 

I want to ask you again, and I want to take these dates, if you will, 
Mr. DiSalle, and may I ask that we do not discuss January right now, 
because I am interested in knowing what has happened in the last 
month. 

If you will take, simply for the sake of getting some kind of figures, 
a small steer or yearling that would bring $200 on the 21st day of 
April. The steer cost the packers $200. That is a small one, of course. 

Now, then, on the 21st day of May, if I understand your figures 
correctly and if it is an average steer, it would cost the packer $180. 
That is approximately right; is it not? 

Mr. DiSauue. I lost you someplace there. 

Mr. Poace. On the 21st of April, I said it cost $200. 

Mr. DiSauue. All right. 

Mr. Poace. On the 21st day of May he would pay $180. 

Mr. DiSauue. All right. 

Mr. Poagr. Now, then, you said that the producer was now getting 
70 percent of the price of that livestock, so that, if you added 30 
percent to that, that would make $260 that the products of that steer 
would bring in April. The products of that steer will still bring $260 
on the 21st day of May; will it not? You are not changing the retail 
price appreciably. So, that steer still is going to sell in the butcher 
shop for approximately $260; is it not? That means that on the 21st 
day of April that steer ought to net all of the distributors, all the way 
through, the processors, $60. 

Mr. DiSauie. On what date? 

Mr. Poagr. On the 21st day of April there was a gross of $60 
margin for handling that steer. The products sold for $260 and they 
paid $200 for it. So, that was a gross of $60 for handling that steer. 

Under your new order on the 21st day of May the produe ts of that 
steer will still bring $260, but the steer only cost the packer $180. 

I cannot figure it any way except that that leaves $80 for handling 
which seems to me that makes 334-percent increase in the return for 
handling that steer. 

What is wrong with those figures? You said that the packer was 
not going to get any more money. I figure that is $20 more money. 

Mr. DiSatie. The only thing wrong with it was that he was not 
getting the margins that vou are talking about in April. 

Mr. Poacr. He was not getting what? Let us get that straight, 
because you told us awhile ago that the producer was getting 70 
percent. That was your figure: was it not? 
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Mr. DiSatte. I said they will be getting 70 percent at the end of 
this last reduction. 

Mr. Poagcer. Thatisright. You have got some confusion about that, 
because you did say that he was getting 70 percent now and you also 
said that he would still be getting 70 percent when you got through 
with these roll-backs, and I could never understand that. You did 
say that he was getting 70 percent now. If you do not hold to the 
70 percent, what is he getting now? It will figure the same. 

Mr. DrSatue, Let us say he is getting 80 now. 

Mr. Poaae. Let us say that he is getting 80 now. 

Mr. DiSauie. And, as long as we are going to supply a lot of figures, 
let us say he is getting 80. 

Mr. PoaGe. We will say that the producer is getting 80 percent and 
that the steer brought $200, and 80 percent of $200 would be $160; 
would it not? 

Mr. DrSatue. I do not have any slide rule. 

Mr. Poace. All right. That leaves $40 then for handling the steer; 
does it not? 

Mr. DiSauue. All right. 

Mr. Poace. That is what he is getting on the 21st day of April. 

Mr. DrSatue. That is what everybody was getting. 

Mr. Poace. That is right. Now, then, on the 21st day of May that 
steer is going to sell not for $200 but for 10 percent less; is it not? 
And 10 percent less is going to be $180; is it not? 7 

Mr. DiSatue. I am just letting you figure. 

Mr. Poace. I want you to see if there is any objection to my 
figures. 

Mr. DiSauue. After we see it on the record, I will know whether 
it is right or not. 

Mr. Lovre. Will you yield right there? 

Mr. Poace. Not just yet. I wish that the witness would give us 
his figures. If I am wrong, I want it pointed out. I want to know 
what I am going to get for that $200 steer on the 21st day of May. 
You have agreed that it will be $180. Now you raise a question 
about the figures. 

Mr. DiSauue. I am accepting: your figures for the purpose of the 
discussion. 

Mr. PoaGce. $180 is what it will cost the packer on the 21st day of 
May. Now the packer was getting $160. The packer was getting 
$40 gross. 

Mr. DiSauie. The packer was not getting that. That is what 
everybody was getting. 

Mr. Poace. That is correct. 

Mir. DiSaue. Transportation, the packer, the wholesaler, the 
reta ler, everybody was getting that. 

Mr. Poaae. That is right, all who processed him, down to the 
customer. They were getting $40. When they sold the steer at 
the same price that they were going to be selling him now. Now 
then, they bought the steer for $20 less. That is right; is it not? 

Mr. DrSaue. $20 less. 

Mr. Poace. I then ask you who gets the $20? 

Mr. DiSaute. It is divided between everybody that handles it. 

Mr. Poace. All right, between all those who handle it, in other 
words, the processors get the $20. That is the point I have been 
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trying to get you to agree to. I think it is perfectly clear. I think 
everybody here realizes that the processors get the $20. 

Mr. AzerNetHY. Will you yield there? 

Mr. Poaae. Yes. 

Mr. ApeRNETHY. Now, Mr. DiSalle, since there is nothing in this 
order, and I contend there is nothing—I think you will concede that, 
because you could not find it a little while ago—how is that $20 to be 
broken down? 

Mr. DiSatue. Those are the figures that I told you that we would 
submit to the committee. | 

Mr. AsperNetHy. How can you break it down if there is nothing 
to that effect in the order? 

Mr. DiSauue. We have dollars-and-cents prices established, which 
are based upon the marginal studies we have made. 

Mr. ABERNETHY. You mean they have already been established? 

Mr. DrSatue. Yes; that is right, dollars and cents for each cut of 
meat. 

Mr. AperNetuy. And that is in another order which will operate 
in conjunction with these orders? 

Mr. DiSauue. It is in the orders. There were five orders issued. 
That was issued as a package. There are established dollars-and- 
cents ceilings at retail and wholesale. 

The Cuarrman. Mr. DiSalle, I thought that this order was issued 
in the interest of the consumer so as to relieve the burden on the 
housewife. From what you have said this morning you have clearly 
indicated that the consumer is not going to profit by it, that the order 
was issued in the interest of and for the protection of those who handle 
the meat from the time it leaves the farmer until the time it reaches 
the consumer. 

Mr. DiSauue. As I stated, as I said in an earlier statement, this 
order is issued in the interests of the stabilization program that eventu- 
ally will result, that is, the eventual result of the order will be a reduc- 
tion of 8 to 9 cents a pound to the consumer. 

The CHarrMan. To the consumer? 

Mr. DiSauue. That is right. 

The CuarrmMan. That is your objective after your two other orders 
are issued? 

Mr. DiSauue. That is part of this order, part of the whole program. 

The CuarrMan. The next two roll-backs you think will benefit the 
consumer? 

Mr. DiSauue. And also this roll-back to a small extent, dollars- 
and-cents-wise and, furthermore, the guarantee that meat will continue 
to flow. 

The CHArRMAN. How can you guarantee that meat will continue 
to flow when you say that the Department of Agriculture, which is 
charged with the responsibility of trying to provide abundance of 
food for the people of the Nation, conferred with you or you con- 
ferred with them, and they did not.recommend the order? 

Mr. DiSauuis. The Department of Agriculture did not have the 
responsibility for stabilization. We have that responsibility. 

The CHairMan. | agree with you. You have the responsibility 
for stabilization. The Secretary of Agriculture and his coworkers 
have the responsibility of trying to provide food. You do not provide 
any food in your department. You do not advise the farmers how 
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to produce food in your department. The Secretary of Agriculture 
does. 

The Secretary of Agriculture told you that he did not think this 
order was going to result in an increased production of beef and you 
ignored that.e Do you think that vou are according him the con- 
sideration that should be accorded that Department? 

Mr. DiSautie. We have taken into consideration the question of 
production and have discussed it with people who know, and we do 
not feel there is anything in this order that will interfere with pro- 
duction, , 

The CuarrmMan. | know you have said that. You do not feel that 
way, but suppose the Secretary of Agriculture came into this com- 
mittee room and told us that he did not favor this order. 

Mr. DiSauue. I would rather have the Secretary of Agriculture 
answer those questions. 

The CHarmman. The committee will now recess until 2:30 o’clock 
this afternoon. 

(Whereupon, at 12:30 p. m., the committee recessed until 2:30 p. m, 
of the same day.) 

AFTERNOON SESSION 


The CuarrmMan. The committee will please be in order. Will you 
resume the stand, please, Mr. DiSalle? 


STATEMENT OF MICHAEL V. DiSALLE—Resumed 


The CuarrmMan. Mr. DiSalle, I would like to ask you a question - 


which I think all of us might be interested in. 

I know when the last cotton order was issued there was a difference 
of opinion between you and your associates on the one hand, and 
Secretary Brannan and his coworkers on the other hand, with regard to 
the propriety of that order, and further reference to the possibility 
of enforcement. 

To what extent does Agriculture participate in these delibera- 
tions that led up to the issuance of an order? Does Agriculture have 
anybody on the Board or Commission in your department that has 
any authority at all? 

Mr. DiSatue. On agricultural commodities we consult with them 
all through the preparation of an order. 

The CHarrMan. Well, you consult with them but I know that in 
the issuance of the cotton order there was a great difference of opinion 
between you and Mr. Brannan. Now you are dealing with a very 
important agricultural product, meat, and you say that vou did 
consult with him and yet you are not in a position to tell us whether 
he approved or disapproved the order, and you suggest that we have 
Mr. Brannan speak for himself. It does seem to me that you would 
know whether he approved or disapproved. If you issue orders of 
this kind, affecting agriculture, if the orders are approved by the 
Department of Agriculture, it seems to me that it would give some 
prestige to the order and be calculated to make it a little more popular 
than it appears to be now. 

In other words, those people in Agriculture are supposed to be 
experts in the field of agriculture, and they have any number of 
economists and statisticians and people who know what happens 
when certain things are done or not done. 
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Now, I frankly have no great distress about the good faith of your 
office. I think you have acted in the utmost good faith. I don’t 
want you to think that I am questioning your good faith at all, but I 
am forced to question the wisdom of it on the information available 
to us. 

It has been pointed out here time and again, | think, that people 
generally believe that what we need is more production, not only of 
beef, but other agricultural commodities which are in short supply ‘and 
selling now at a high price. We need more cotton and we need more 
wool. It does not seem to me that we are going to get it if we keep 
discouraging the producers of those commodities. 

[ know that the order was not issued with the idea of discour: aging 
producers, and I know it was not isssued with the idea of removing 
entirely the incentive of profit, but if you reduce the profit or the 
incentive in any degree it seems to me that to that degree, however 
small, you are tending to prevent production rather than encourage it. 

Now, as Mr. Poage and Mr. Hope have very well pointed out, if a 
man in some section of this country had gone into the beef-cattle 
business in the last 5 months and in good faith invested his money, 
believing that we would have no roll-back, and now he finds all of a 
sudden that an order comes out of Washington and he is deprived of 
his profit, and what appeared to him to be a profitable enterprise now 
appears will be an unprofitable undertaking on his part, he will not be 
very happy about the matter. 

You noticed that the Senate Agricultural Committee passed 
resolution disapproving the order. I don’t know to what extent 
they went into the matter, but on the hearing we have had here 
today it seems to me that you could consider the possibility of modi- 
fying it or repealing it or something, I don’t know what to suggest. 

But I do suggest that these telegrams we have been receiving here 
point out time and time again that this thing is confiscatory, that it 
is taking away a man’s profits and that it is calculated to put a lot 
of people into bankruptcy, perhaps. 

As Mr. Poage pointed out, they have to meet their notes and pay 
their obligations. Now, whether you could change it and freeze it 
as of now, and eliminate the roll-back aspect of it, is something that 
I would like to have you consider the feasibility of. 1 don’t know 
whether it would be well to do it or not. 

One other thing, if we were to have Mr. Brannan come before this 
committee and tell us that he did not aprove this order, then what? 

Mr. Horven. Mr. Chairman, will you yield? 

The CHarrMan. Yes, sir. 

Mr. Horven. I have here before me a statement by Mr. Fred 
Bailey, in the Washington Farm Reporter of Saturday, May 5, 1951, 
which says: 


Secretary Brannan protested strenuously against the ceiling order, but was 
powerless to block it. 


The CHarrmMan. If that is true, it seems to me that when we have 
an objective in mind we should reach some accord. Here you are 
trying honestly to do a good job in the field of stabilization and 
Agriculture in another Department is going out over the country 
saying that the order is bad. It seems to me that there is a division 
at the top level, and a division back on the farm, and it should be 
avoided if there is any way to do it. 
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Mr. THompson. Mr. Chairman. 

The Cuarrman. Mr. Thompson. 

Mr. Tuompson. It would simplify it very greatly in my mind if | 
were to know to what extent the producers were consulted when you 
were preparing the order. 

Mr. DiSauue. They were consulted at great length. We have had 
meetings with various growers from various parts of the country. 

Mr. THompson. Producers large and small? 

Mr. DiSatue. Yes. 

Mr. Tuompson. Did they suggest any formula other than the one 
that was adopted? Naturally they would not like it, they would not 
like what you did, but did they have any alternate proposal that they 
might have suggested? 

Mr. DrSauue. I think generally they felt that livestock controls © 
would not work. Most of them had the feeling that a roll-back would 
be harmful to them. Some of them felt that if we were going to roll 
back at all that it should be a small roll-back. 

For example, we talked to some in January who felt possibly a roll- 
back to December would not be too drastic. 

I would like to point out that in January, when we issued our general! 
freeze order, we announced at the time that there would be a ceiling 
placed on livestock, and that was notice to the livestock growers at 
that time that there would be a ceiling. 4 

The CHarrMan. Well, do you not have an advisory committee? 7 
You have an industry advisory committee, do you not? 

Mr: Di1Sauue. Yes, sir. 

The CuatrMan. You have one on agriculture, don’t you? 

Mr. DrSatie. We have one on livestock. 

The Cuairman. I have information to the effect that although — 
you have an advisory committee on livestock, that this matter was | 
never submitted to that committee for its recommendation or for its ” 
approval or disapproval. 

Mr. DiSauue. I know that there was a meeting with the livestock 
people, because I sat in on several meetings with livestock people. 

The CuartrMan. Well, was the final order submitted to them for | 
their suggestions? 

Mr. DiSauue. The final order? 

The CHArrMAN. Or even any tentative draft. 

Mr. DiSauie. I don’t believe the final order was ever submitted, 
but the question of livestock ceilings and the question of roll-backs, 7 
and the question of prices was discussed with the industry committee, 
and with unofficial committees of the industry many times. 

The Cuarrman. All right. Now, did any officials or unofficial 
advisory committee go on record in your Office as favoring this 
proposal? 

Mr. DiSauue. I would think not. 

The CHarrMan. You would think not? 

Mr. DiSauie. That is right. 

The CHarrMan. Then you have issued an order which the entire } 
industry disapproves, and all the producers apparently disapprove, 
and the experts in the Department of Agriculture disapprove. In 
spite of this fact your agency comes out with an order which can have | 
a very tremendous effect on our economy and upon our world, for that | 
matter. 
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Mr. Poacr. Will the gentleman yield? 

The CHarrMan. Yes. 

Mr. Poaae. Isn’t it true that in any case like this that the business 
concern would naturally be opposed to an order, no matter whether 
it would be beef, pork, canned goods, groceries, whenever you try to 
roll back the price of anything, it seems to me that the people that are 
concerned are going to be opposed to it because it hurts their pocket, 
isn’t that true? 

Mr. DiSauue. I think so. 

We had an advisory committee on manufacturers’ order, with 30 
people present, and not one of them thought the order ought to be 
issued. 

Mr. Poace. In other words, you take away profit whenever you 
stabilize price. If we are going to stabilize prices, it seems to me that 
we are bound to step on somebody’s toes. I do not think we can 
avoid it. 

Mr. DiSauue. Yes; we have found that out. 

Mr. Horr. Mr. Chairman. 

The CuarrmMan. Mr. Hope. 

Mr. Horr. Let’s say that some people engaged in the industry 
oppose these regulations and oppose any price ceilings. 

But isn’t it true also that officials of the Department of Agriculture, 
from the Secretary on down, who represent the public to the same 
extent that you do and whose business it is to see that the public has 
an ample supply of meat, and that production is continued at the 
present rate or a greater rate, isn’t it true that those people also repre- 
senting the general public disagree with what you have done on the 
question of roll-back? 

Mr. DiSauue. I would say that in discussing this matter with the 
Department of Agriculture people we discussed the technical problems 
involved, we discussed the production patterns and production 
problems, but I would not ask the Secretary of Agriculture to assume 
any part of the responsibility which I agreed to assume myself when 
I took my oath of office. 

The Department of Agriculture has no responsibility for the stabili- 
zation of prices. Now, we have that responsibility. So consequently 
I feel that 1 ought to maintain that responsibility. I am sure that 
the Secretary of Agriculture will be glad to state his views on this. 
I talked to him on the phone this morning, and he said that he is 
preparing some figures and an analysis of the possible effects of this 
order, and I am sure that he would be glad to make it available to this 
committee, but | would rather have the Secretary of Agriculture do it 
himself. 

We have a very good working relationship and we want to keep it 
that way, and certainly I am not in a position, nor do I want to be 
put in the position of criticizing the Secretary of Agriculture, and I 
am certain that he does not want to be put in that position with 
reference to our department. 

Mr. Horr. That is not the purpose of my question. I am simply 
pointing out what all of us know to be the fact, that the Department 
of Agriculture, from the Secretary on down, is opposed to this order 
and thinks that it will have a bad effect upon production, which 
is the responsibility of the Department of Agriculture. I am simply 
pointing out that whether you consult them or not, whether it was a 
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technical consultation about technical points or a matter of over-all 
policy, that in any event the Department did not agree with you on 
this order. Now, that is a fact that is so well known that you are 
not giving away any secrets, so far as the Secretary is concerned, if 
you sav he did not agree, isn’t that true? 

Mr. DrSatve. I am not certain at this time that the Secretary of 
Agriculture would say that this order would interfere with production. 

“Mr. Horr. You say at this time. What do you mean by that 
statement; he was opposed to it and now that it has become official, 
do you say that he would not want to express himself on it? 

Mr. DiSauue. I feel that he would do his own thinking on it. 

Mr. Horr. Well, you implied that he had changed his position. 

Mr. DiSauie. No; 1 did not imply that he had changed his position. 

Mr. Horr. I beg your pardon. I understood from what you said 
that you thought he might have changed his position. 

Mr. DiSauue. I don’t even remember ever stating what his position 
was. 

Mr. Horr. Well, you made a statement that the Secretary would 
agree with you if he were to make a statement now, and that implies 
that sometime in the past he has disagreed with your viewpoint. 

Mr. DiSauxie. Well, when it comes down to the final issuance of 
these orders, I have to accept the responsibility. I cannot share it 
with anyone else. 

Mr. Horr. I agree with you. 

The CHarRMAN. Why do you want an advisory committee? What 
purpose does it serve if you are not going to heed the advice that is 
given? 

Mr. DiSautie. The advisory committee has many useful purposes. 

They advise us on the technical problems involved in an order; 
they advise us on the general practices of the industry; they advise 
us of the traditional customs of the industry; they advise us as to the 
history of the industry. 

The CuHarrMan. Eliminating for the moment any relation to the 
technical provisions and the enforcement of the order, if the Secretary 
of Agriculture and your advisory committee were to tell you that this 
order definitely was going to retard production and was going to impair 
the beef industry, so to speak, it seems to me that advice should carry 
some weight because, as Mr. Hope points out, the Secretary of Agri- 
culture is a public servant and he is divorced from any special inter- 
ests, and certainly no one could say that the Department of Agricul- 
ture was being partial by giving an honest opinion about an operation 
of this kind. 

Mr. Pox. Isn’t it probably true that the Secretary of Agriculture 
would feel that he would have to protect the farmers a little better? 

Mr. DiSauue. He has to fight for the things that are to the best 
interest of the farmer, so he would probably naturally be inclined to 
be opposed to anything that would reduce the price of agricultural 
commodities too far. 

The CHarrMan. Well, if you are going on that basis you might as 
well not consult him at all, or the advisory committee that represents 
the industry. 

Mr. Poik. Well, it seems to me, as Mr. DiSalle has pointed out, 
that the stabilization agency has the responsibility, so far as price is 
concerned, and the Department of Agriculture, so far as protecting the 
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industry of agriculture, and the Department of Labor has the respon- 
sibility for protecting labor, and the Department of Commerce has 
the responsibility for protecting business interests, and so on, and all 
of our executive agencies have a partisan interest in this problem. 

[ don’t think if he followed their regulations that he would have—— 

The Cuartrman. I don’t agree with this at all. I think that the 
public officials for Agriculture and other departments may be counted 
upon to give honest opinions. 

Mr. Poix. Naturally they are honest, but they are trying to protect 
the segment of our economy which they represent. 

Personally, I don’t think Mr. DiSalle should fall out with those 
people who might have a selfish interest. [ think he must follow what 
would be the best interest to the economy generally. If we are going 
to have controls somebody is going to get hurt. 

Mr. Horven. Will the gentleman yield? 

Mr. Poux. Yes. 

Mr. Horven. The gentleman does not mean to convey the ides 
that Mr. DiSalle should not avail himself of the expert opinion of 
other departments of the Government? 

Mr. Pox. As he told us, he has availed himself of their opinion. 
He just told us that he had a good working arrangement with them. 

Mr. Hoeven. But he has ignored their advice and recommenda- 
tions. With all due respect to Mr. DiSalle he has been set up as the 
man who knows the answers to all the problems. 

Mr. Potx. Maybe we have some responsibility. We passed the 
Stabilization Act. 

Mr. Hoeven. I appreciate that, and with all due respect to Mr. 
DiSalle, he is not an expert on agricultural matters. Why should he 
not be interested in getting the advice of expert agricultural people 
in the country and somewhat rely on what they have to say? 

Mr. DiSatue. I would like to point out with reference to this 
question of getting advice. Certainly I am not an expert, and have 
never pretended to be one. I get the advice whenever I can get it. 
It is just the same as when you want to vote on a piece of legislation 
you have to make up your own mind on the best information you get 
and vote that way. It cannot be said that you totally ignored the 
people you have ceatiied once you have voted in contradiction to 
their views. 

The same with a judge sitting ona bench. Certainly he has to have 
the conflicting sides presented to him, and he makes his decision on the 
basis of facts and his own best judgment, and that is the only thing 
I can do in these cases. 

The CHarrMan. Going a little further into the meat problem, when 
you impose this order, as you intend to-do, and beef is in scarce supply, 
and the pressure is intensified, wouldn’t the natural thing be for 
people to stop eating beef and eat pork? Wouldn’t that force the 
price of pork up, and wouldn’t you have to put ceilings on pork? 

Mr. DiSaue. We intend to place ceilings on pork. 

The CHatrMAN. You do? 

Mr. DiSauue. Yes. 

The Cuatrman. Even though pork is below parity? 

Mr. DiSauue. Not until it reaches parity. 

The CuarrMan. As I say, if you force them above parity then you 
will have a ceiling on it if people start eating beef, and the price got 
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too high, then they would eat pork rather than the beef, and the 
tendency would be to relieve the pressure on beef would it not? 

Mr. DiSauue. Well, I would say that the price of beef has been 
high enough to where a good deal of that has occurred. If you 
remember, the price of pork was considerably below parity at one time, 
and it has moved up toward parity in the past few months. 

The CuHatrMan. Well, the rise in the cost of beef has not been 
brought about by hoarding, has it? 

Mr. DiSauue. Hoarding, did you say? 

The CHarrMan. Beef is still going to the market. 

Mr. DiSau.::. Yes, it is. 

The Cuarrman. And in good supply, so the thing that actually put 
the price up is, as I think Mr. Poage pointed out, the purchasing 
power of the American consumer, plus a consumer demand for good 
steak or beef. 

Mr. DiSauux. Well, I know that the question of steaks was raised 
this morning, but I don’t think the American people are primarily 
interested in buying steak at cheap prices. I do think that they would 
like to buy hamburger at reasonable prices, or stew meat somewhere 
near the limited income of a good many of our people. 

After all, you see, hamburger priced at 70 and 75 cents a pound 
today, and stew meat is pretty much the same, and that is very high. 

Mr. Poacer. I would like to ask a question right there. I think you 
are probably right. I went down and bought stew meat and paid 
65 cents a pound, a little less than you have suggested, and I believe 
the last figure you gave was that the producer got 80 percent of the 
price in the butcher shop. Now, no one who produced that meat got 
any 80 percent of that. As a matter of fact, it was stuff that sold on 
the hoof probably for about 20 cents. I think when you are talking 
about all these prices that are paid at the butcher shop you are going 
to find that the producer is not getting any 70 or 80 percent of the 
total price of the meat. 

In other words, the people in between are now getting a whole lot 
more than the 20 or 30 percent you have been speaking of. 

Mr. Hitt. This proposition you are trying to shove down the 
throats of the cattle producers of this country will not help the pro- 
ducer and it will not help the consumers. 

Mr. Poace. That is right, and from my own experience I am 
positive that those people in between are getting a good deal more 
than the 20 to 30 percent that the Price Administration feels that they 
ought to have. 

Mr. DiSatue. I think you will find that once the regulation goes 
into effect and dollars and cents ceilings are restored at all levels, a 
great deal of that conflict will be resolved. 

Mr. Tuompson. I would like to make the observation in fairness 
to my own cattle raisers. Of course, naturally they don’t want price 
controls, but they realize that will come. They say that this will 
not save money for the consumers, nor is it going to increase pro- 
duction. That is the only complaint I have had. 

The CHartrMaNn. Right on that point, what is the real justification 
for taking any action, the result of which is going to increase the profits 
of those who are handlers and processors of meat, after it leaves the 
farmer’s hands and gets to the market? 

Mr. DiSatue. This will not increase profits, but it will restore the 
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the common-sense approach to this thing. Just looking at it fairly, if 

+ you were buying meat at a price in January, and the price is increased 

»en | 10 to 12 percent, and you have had to hold your selling price where 

rou you had it in January, and your costs in the meantime have increased 

ne, | 12 to 13 percent, certainly there would be a wiping out of any margin 
> you are operating under before that date. 

een | The CuarrMaAN. This then is to relieve the pressure that is now on 

© the small packer, is that it? 

Mr. DiSa.ue. It is to relieve the pressure on the small packers; it 

is to relieve the pressure for higher wages. It is for the purpose of 

> holding a meat price somewhere within the consumer’s range, and to 

put | give the consumer some hope of relief from the constant soaring of 
ing | prices that occurred in the last 8 months. 

ood & Mr. Stmpson. Mr. DiSalle. I understood you to say from a bulle- 


> tin or letter from the Department of Agriculture that the net to the 
sed @ farmer was $100. 








rilv 4 Mr. DiSauue. Yes; that was in a newspaper clipping that appeared 
uld 4 in the middle of January. 
ere Mr. Simpson. Is there an agricultural bulletin on it that you know 
a of? ° 
und 4 Mr. DiSauue. I would think so. I don’t have ,the bulletin either. 
igh. 7 The CuarrMan. I thought you had a BAE report. 
vou Mr. DrSauue. This is quoting a BAE report. 
aid Mr. Horr. Was that the basis of your figures, this newspaper 
‘eve | clipping? 
the | Mr. Hoeven. I will ask that that be placed in the record in its 
vot i entirety. 
lon | The Cuarrman. Yes. 
cing 4 Mr. Simpson. I am not a cattle breeder or feeder. I am in contact 
ying | With them quite often. I live with them. You said according to 
the | that article that it would cost the cattle feeder 28 cents a hundred, 
> and that steer ought to weigh 800 pounds. On that basis per steer it 
lot would cost about $224. If it sold for 40 cents, that would be 12 cents 
) a pound profit on the gain, so if the cattle feeder fed the steer and it 
the | Went from 800 pounds to 1,200 pounds, that would be a 400-pound 
pro- live gain, why, he would get a $48 gross profit on that steer on a 400- 
pound gain at 12 cents, and that is all he would get. You could not 
am get any more. You can multiply it out. I multiplied it twice, and 
nore | this $48 is the gross on the 12-cent gain on 400 pounds. When he 
Thay has gotten that steer to 1,200 pounds, that steer has been fed by the 
raiser, by the Corn Belt cattle feeder, and it has been handled for 
yOeS approximately 3 years. 
is. 8 When you put a control on an article that has taken 3 years to pro- 
duce you are going back 3 years on the economy. 
ness | Another thing you are doing when you roll back the price as of 
rice | August, or whatever your effective date is, you are simply causing the 
will | Corn Belt cattle feeders to rush their animals to the market, which | 
pro- | think is an economic loss to the country because you are not putting 
nutritious meat on the steer. 
tion Mr. DiSauue. Well, in the market breaks of a dollar and a dollar 
ofits and a half are not unusual per day, and I would say that if they 
the 9 rushed their cattle to market in order to avoid that much of a reduc- 
» tion in price, they would not have to rush too many before the market 





coe would break considerably below that figure. 
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Mr. SIMPSON. They are getting out from under as fast as they can, 
and they won’t be back in ‘the market. I just want my figures to be 
inserted in the record with the article that Mr. DiSalle has mentioned. 
By the way, how do you pronounce your name, anyway? 

Mr. DiSatue. You did it right. 

The CHarrMan. Without objection, this article may be placed in 
the record. 

(The article referred to is as follows:) 


Beer CarrLe, Prorits at Recorp HEIGHTS 
(By John W. Ball, Post reporter) 


More beef cattle are being fattened in American farm feed lots than ever before 
in history, with record profits, often as high as $100 an animal, being reported. 

The Bureau of Agricultural Economies yesterday reported that 4,656,000 head 
were on feed January 1. This is 208,000 head, or 5 percent, more than a year 
ago. 

This promises larger supplies of the higher grades of beef later this winter and 
spring. The only thing that kept the number from being even higher is the 
difficulty Corn Belt farmers and others experienced in buying range cattle to 
feed. On top of a record demand for feeders was a similarly unusual demand 
for beef heifers on the part of cattle breedefs. This indicates cattlemen are 
rapidly enlarging their beef herds. 

Profits of from $75 to $100 a head on feeder cattle were not unusual, a Depart- 
ment of Agriculture livestock expert said yesterday. 

‘Feeder cattle last June could be bought at $27.07 per 100 pounds.” Charles 
Burmeister of BAE reported, ‘‘Today that same animal, after 7 months on feed, 
brings $33.90 per hundredweight. 

“Suppose a farmer bought a 700-pound animal and sold it this month. His 
profit would be $6.85 per 100 pounds on the original weight or about $48. 

“With the equivalent,of about 40 bushels of corn ¢osting around $1.40 a bushel, 
or $56, he could add another 300 pounds to the steer, which would bring a 
additional $101.70, for another profit of $56, netting the farmer more than $100 
an animal. That’s good enough for anyone.” 

The only areas where there are fewer cattle on feed than last year are the east 
Corn Belt States (from Pennsylvania to Indiana). Totals in Virginia and Mary- 
land are not recorded by BAE, but sharp increases in cattle feeding in these and 
several Southern States will probably result in including them in future reports, 
officials said. 

High prices for beef cattle are resulting in continued increases in feeding, the 
report said. In "ecember 27 percent more feeder cattle were shipped into the 
Nation’s feedlots than in November 1949. 

Mr. Simpson. I have another question. I don’t know whether you 
want to comment on it or not, but the papers for the ‘last week have 
been carrying a lot of articles about the entire elimination of parity. 
You quoted parity on the basis of these prices some time between now 
and June, and I guess this Congress will have an opportunity to vote 
on the extension; if they should do away with parity, would you care 
to comment on how your department will act then? 

Mr. DiSauue. I do not feel that parity should be done away with. 
I have never felt that way. I know that former price administrators, 
have said that if parity had been eliminated they would have had to 
have some sort of a fair basis for the establishment of price. So the 
recommendation is not to eliminate parity, but merely to establish 
parity prices at the beginning of the marketing season and at the same 
time the support price is fixed. 

Mr. Simpson. There have been a lot of articles in the papers about 
eliminating the parity formula. 

Mr. DrSauue. I never dreamt that it would happen, or that it was 
possible, or that it was feasible. 
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Mr. Stmpson. Here is another question that I would like to ask, 
if I may. Under the Defense Production Act 

The President may issue regulations and orders establishing a ceiling or ceilings 
on the price, rental, commission, margin, rate, fee, charge, or allowance paid 
or received on the sale or delivery, or the purchase or the receipt, by or to any 
person, of any material or service, and at the same time shall issue regulations 
and orders stabilizing wages, salaries, and other compensation in accordance 
with the provisions of this subsection. 

Now, I wrote your office—first, | want to say, however, that a 
good many of us were under the impression that you could not put a 
ceiling on live animals—but I wrote your office and your Mrs. Wood- 
house answered it. She is a former Member of Congress from Con- 
necticut. Mr. Brannan also answered the inquiry. I would like to 
know how your department could construe anything in that language 
to mean that a ceiling could be placed on live animals. I know you 
have done it, but I would ‘like to know how you arrived at it. 

Mr. DiSauue. I feel the language of the act is very clear in giving 
us the authority to establish ceilings on all commodities. The purpose 
of the act, as stated, is to stabilize the cost of living, and certainly 
meat is a very essential item in that cost of living. 

Mr. Siupson. What is vour agency doing relative to hogs that are 
about a third under the price of 1946, if anything? 

Mr. DiSatuie. Hogs? 

Mr. Simpson. Yes. 

Mr. DrSauue. As I said before, we cannot establish the ceiling on 
hogs until and unless they reach parity. 

Mr. Simpson. They are not very far from it, they are about 22,'s 
is that right? 

Mr. DiSauie. Twenty-one eighty-five was the last figure I saw. 
I don’t know what they were Saturday or what they are today, but 
I think the last figure I saw was twenty-one eighty-five. 

Mr. Stimpson. Well, I wani to disagree with you without being 
disagreeable. I just wanted you to know that I did not vote for the 
Defense Production Act. I am not for any control. 

Mr. DiSauue. Sometimes | wish your side would have prevailed. 

{Laughter.] 

Mr. Horr. Mr. DiSalle, you have put into the record this newspaper 
clipping which quotes from a statement by the BAE and you have 
given that as your authority for believing that producers of cattle 
will make a profit even under this roll-back provision. Have you 
any other figures upon which you have reached that conclusion? 

Mr. DiSauue. Parity itself. 

Mr. Hope. Yes. As long as the price is above parity they are 
making money, is that right? 

Mr. DiSauxie. I would think that that would mean that, since 
parity takes into consideration what the farmer pays for his products 
in relation to what he buys, and I would certainly think that a price 
30 percent above parity would be a fair price. 

Mr. Horr. Yes. Have you any other figures upon which to base 
your belief that the farmers will continue to make money? 

Mr. DiSauue. Well, they evidently were making money during 
the May-June period when the price was considerably lower than it 
is now. I would say with a 25-percent increase in that price, even 
though we might reduce it 18 percent, that that still would leave a 
leeway for a comforable margin. 
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Mr. Horr. Now, you are aware, I assume, of the fact that a man’s 
profit is based upon the amount for which he can sell his product, 
as compared with the cost of the product. If he paid 200 percent of 
parity, we will say, and if he had to sell it for 180 percent of parity, 
he would lose money instead of making money, would he not? 

Mr. DrSatue. I would think so. 

Mr. Horr. Asa matter of fact, the question of whether any operator 
at the present time makes or loses money in his transactions whereby 
he buys feed and fattens and sells cattle does not depend on parity 
at all, but it depends upon what he had to pay for them, what he had 
to put into them, and what he will sell them for, isn’t that correct? 

Mr. DiSauue. I would say so. 

Mr. Horr. In that case the question of whether it is above or 
below parity has no relevance, does it? ' 

Mr. DiSauue. It has a relevance, so far as what he is obtaining for 
the commodity. 

Mr. Hope. It has no relevance so far as his profit or loss is con- 
cerned, though, does it? 

Mr. DiSauue. I would imagine if I was going to buy cattle, and 
was going to feed them, I would buy them at a price whereby I could 
feed them and come out with a margin. 

Mr. Horr. Yes; that is exactly what every cattleman figures, too, 
and he is not going to buy them if he knows he is going to lose money. 
That is the reason you are not going to have meat. 

I think you answered that question exactly right. 

Now I want to call your attention to the fact that we are dealing 
with transactions that will take place after this order goes into effect, 
and every cattleman has to base his operations on what he can do 
under this order. 

During this noon period I got in touch with a cattle producer and 
asked him about the figures that you cited this morning, and I asked 
him if he as a cattle producer would gain or lose operating under those 
ceilings, and he said: 

Well, I can tell you pretty closely because I have just bought a hundred 


heifers weighing approximately 500 pounds. I contracted for them at 37 cents 
a pound, which means that they are going to cost me $185 each as the initial cost. 


He further said: 


My costs per head during this summer period and between now and October 
will be approximately as follows: $20 for pastures; $10 for interest; $5 for death 
loss, or probable death loss that will occur; $5 for freight from Texas to the point 
of unloading in Kansas; and $5—these are all per head—$5 per head for marketing 
costs when I market them. , 

Now, that means he will have $230 per head in those cattle when he 
markets them next October. 

Mr. DrSatie. What was the weight? 

Mr. Horr. Five hundred pounds to start with. Now, he expects 
a gain of 200 pounds which means that he will have 700-pound 
heifers next October which have cost him $230 or 33 cents a pound. 

They are not fat cattle, they would grade commercial, and, as I 
understand it, your ceiling next October on commercial would be 26 
cents, which means that he would sell these cattle that cost him 33 
cents a pound for 26 cents, or a loss of $49 per head. 

Now, do you see anything wrong with those figures? 

Mr. DiSauue. Well, I think he is a lot more optimistic about his 
cost and a little bit more pessimistic about what he will get. 
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Mr. Horr. He cannot get any more than you will allow him, can, 
he? 

Mr. DiSauue. I think he may be a little pessimistic about the 
200-pound increase. I would like to check those cost figures. 

Mr. Hops. I would be very glad to have you do it. 

Mr. THompson. Will the gentleman yield? He is going to check 
those figures, so would he take into consideration the insurance for 
drought and other natural hazards? A cattleman is certainly subject 
to these things. 

Mr. DiSatuz. I would appreciate taking that very case that you 
cite and the figures that you cite, and have them analyzed by our 
own people. 

Mr. Hope. All right. We will be glad to have you do so. I think 
it should have been done before you fixed the ceiling. 

Mr. DiSauue. We have. 

Mr. THompson. Did you consider those before you fixed the ceiling? 

Mr. DiSa.ue. Yes. 

Mr. Horr. What is wrong with these figures then, if you considered 
them? You say you considered this very situation? 

Mr. DiSatue. Not that very situation. 

Mr. Hope. If you had some other figures, what is wrong with these 
figures? 

Mr. DiSauue. We did not consider that situation there. We had 
other producers in with their figures. We considered the general 
proposition of the cost, the feeding cost, the cost of acquisition, and 
the eventual market price, and the various risks, transportation 
costs, they were all figured in. 

Mr. Horr. Well, now, why don’t you submit to the committee 
some figures that you did use in your determination that a cattle 
producer can make money under these ceilings? 

Mr. DiSatue. I will be glad to. 

Mr. Horr. If you have some typical cases you used, I think it 
would be helpful. 

Mr. DiSauue. I would be glad to do that. 

The Cuairman. Excuse me. This is all figured out at margins. 
What margin did you intend to leave for the cattleman? 

Mr. DiS: ALLE. Margins, did you say? 

The CHarrMAN. Yes; what margin are you going to leave for the 
cattleman, 10 percent, 15 percent, 20 percent, or what? 

Mr. DiSauuie. We anticipate that he will wind up obtaining about 
70 percent of the meat dollar. 

The CuatrMAN. What margin of profit? I want to know what his 
margin will be. 

Mr. DiSauus. It is very difficult to get the cost figures on the 
raising of cattle. 

The CHatrMan. It is? I don’t see how you can figure it unless 
you have cost figures. How could you be safe? 

Mr. DiSautite. We did. We made some estimates, we got what 
the Department of Agriculture could furnish. 

The CHarrMan. Could you furnish for the record now or hereafter 
any information as to the margin that you intended to leave for the 
farmer? We are saying that you left no margin at all, or the farmers 
are. Now, you certainly ought to know; somebody in the Depart- 
ment ought to know how much margin you intended to leave, that is, 
taking into consideration the general cost of production. 
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Mr. DiSaute. I will be very happy to furnish those figures. 
The Cuarrman. All right, sir. 
(The information requested is as follows:) 


Cost of producing cattle and margin to producer 


{Each amount is for 1 animal unit of beef cattle on the ranch] 


| | 
1947 June | August | October 
y 1951 | «(1951 | 1951 
Cash receipts eds +. : $66. 75 $98.23 | $93.25 $88. 47 
Cash expenses 17. 54 23.98 | 23.98 23. 98 
Value of meat and produce produced and used on farm 5.13 6.77 6.77 6.77 
Increase in inventory of live animal units 4.57 6.72 6.38 6. 06 


Net income. a aan f 58. 91 87.74 82. 42 77.32 


The data for the year 1947 are taken from a publication of the Bureau of 
Agricultural Economics, Department of Agriculture. The title of this publication 
is ‘Commercial Family-Operated Cattle Ranches in the Intermountain Region.” 

The changes in the prices received by farmers between 1947 and the effective 
dates of price reductions were applied to these figures in the form of an index 
(1910-14 equals 100) to obtain the cash receipts and values of increase in inventory 
of live animals for the other dates in the table. The parity index for April 15, 
1951, was compared with parity index for 1947 to obtain the change in cash expense 
items for the other dates in the table. The index of prices received for farm 
products for April 15, 1951, was compared with the index of prices received for 
farm products in 1947 to obtain the change in value of meat and produce produced 
and consumed on the farm for the other dates in the table. 

The net income includes the return to the farm operator for labor and manage- 
ment (35.70 in 1947), unpaid family labor (3.27 in 1947), and return on investment 
(19.94 in 1947). 

Mr. Horr. Mr. DiSalle, vou expect to enforce this order by means 
of slaughter quotas, and, as I understand it, the slaughter quota 
provides that each existing slaughterer will be given a quota of 90 
percent of the slaughter he had in 1950, is that correct? 

Mr. DiSauie. Well, that is not the general figure. That is a figure 
that may be used for this month, for this accounting period. 

Mr. Hope. What about the future, can you determine upon that? 

Mr. DiSauue. It will be determined on the over-all supply as 
compared to 1950. 

Mr. Horr. Well, you anticipate that the supply would be less than 
1950? 

Mr. DiSauie. That would be our estimate; ves, sir. 

Mr. Horr. As a matter of fact, there are a lot more cattle now than 
in 1950, isn’t that right? 

Mr. DiSauie. Four percent more, we estimate. 

Mr. Horr. Yes; so that is about 4 million more cattle? 

Mr. DiSauue. I don’t think it runs quite that high. 

Mr. Hope. But there are more cattle, if | understand your position 
correctly. 

Mr. DiSauue. I think we estimated that there were about 4% 
million head of cattle on feed January 1, 1950, and 4,656,000 head on 
feed January 1, 1951, which would be 208,000 head, or about a 
5-percent increase. 

Mr. Horr. Normally you would expect more cattle to be marketed, 
but you are proceeding on the theory that under this order there will 
be fewer cattle marketed; is that correct? 

Mr. DiSautie. We are proceeding on that theory for this first 
month; ves. 
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Mr. Horr. Have you projected those figures into the future? 
Mr. DiSauue. I don’t have those at this time. 
Mr. Hope. Well, you don’t know what your slaughter quotas are 
going to be for the subsequent months? 
Mr. DrSauue. No; it may be higher if the estimated marketing is 
correct. 
Mr. Horr. Yes; but normally you would expect them to be higher 
er | with more cattle on feed; wouldn’t you? 
Mr. DiSauue. Well, our last month’s marketing figure was a little 
below the same month in 1950. 


08 Mr. Horr. Why did you figure that marketing this month would 
a 90 percent of 1950? That is, what did you base those figures on with 
32 @ more cattle on feed? 

- @ Mr. DiSauue. I would not be in a position to be able to tell you 
of | that unless it was based on what the marketing actually was in the 
ion = month preceding the establishment of that figure. 
— @ Mr. Horr. And you have fixed no figures for any period beyond the 
iex | month of May, so far as the slaughter quota is concerned? 


ry = Mr. DiSauue. No, sir; we have not. 








15, Mr. AnpresEN. Mr. Chairman. 
ve The CuarrmMan. Mr. Andresen, will you please give me 1 minute to 
ed ask a question? 
ned I have a case in my home district of a man who has built a slaughter- 
house preparatory to going into the business, and he has no history in 
ge- slaughtering at all, but he has the equipment already to go, and it is 
wal no good for anything else. Would that be regarded as a hardship case, 
so that you could give him a quota? 
ms Mr. DiSaute. When did he build? 
. o FF The CHarrMAN. Last year sometime, I imagine, but certainly before 
90 this order ever came out. He had no idea that quotas would be im- 
posed. 
-— © Mr. DiSauue. If he can show that it is an economic necessity for the 
>» | community, then possibly something could be done. 
at! The CuarrMan. You could make an allowance in that case? 
as 2 Mr. DiSatur. That is right. 
| The CuarrMan. Mr. Andresen. 
—_ Mr. DiSauue. But I want to say this right now, there have been a 
good many people coming in who have been out of the slaughtering 
_ business since 1947, who suddenly have found a new desire to get back 
an] into it and help out. 
[Laughter.] 
; And we are not going to issue licenses in those cases. 
F Mr. Hiuu. If that is true, why shouldn’t | get into the slaughtering 
» business right away? You are not going to help my wife when she 
ion =F buys meat. 
ay Mr. DiSauie. Your wife will get relief. 
ia Mr. Hitt. Yes; by not buying beef. She can let the meat lay in 
on the butcher shop. That is the way to bring meat down. 
oe Mr. Anpresen. Following up with Mr. Hope was inquiring about, 
do you feel that reducing the quota of livestock will increase the 
ed, supply? 
will Mr. DiSauue. Reducing the quota of livestock that can be slaugh- 
a tered by the packers will increase the supply. I think the eventual 
nN 


result will be a maintenance of supply; if more cattle are marketed 


or available for marketing, it will increase the supply. 
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Mr. Anpresen. If I understood you correctly, the quota for the 
next month is 90 percent of what they slaughtered in the same period 
last vear? 

Mr. DiSauue. That is right. 

Mr. AnpreseEN. That will reduce the supply under what it was last 
year; isn’t that right? 

Mr. DiSauue. On the other hand, on pork the quota is higher than 
it was. I think it is 110 percent of what it was last year. 

Mr. AnpreseN. Let’s talk about beef; that is what people want. 
and that is what you are putting your order in operation on. In 
other words, you now feel that by lowering the supply that can be 
slaughtered you will force people to eat other meat items? 

Mr. DiSauue. We can only base the quota on what we feel will be 
available for slaughter. If we feel that 110 percent of last year will 
be available for slaughter, the quota would be based upon that base. 

Mr. AnpreEsEN. If you did not have quotas, you would have an 
increase in supply. 

Mr. DiSauue. I do not think that necessarily follows. There have 
been no quotas up until this time, and in many months the supply 
was below what it was in the preceding year. 

Mr. ANDRESEN. Now, you have repeatedly stated here that it is 
your responsibility to stabilize prices. 

Mr. DiSauue. Yes. 

Mr. ANpRESEN. Do you have any responsibility whatsoever in 
regard to the production of food commodities upon which prices are 
stabilized? 

Mr. DiSauue. Yes; we do. 

Mr. ANDRESEN. What is that responsibility? 

Mr. DiSauxe. Under the act, the act states that any price regula- 
tion issued will “tend to the achievement of maximum production.” 
That is the language of the act. 

Mr. ANpreSEN. It is your idea that this order will increase that 
and stimulate—— 

Mr. DiSauue. It will tend to the achievement of maximum pro- 
duction; ves. 

Mr. ANpRESEN. Contrary to what they say in the Department of 
Agriculture, whose advice you did not follow? 

Mr. DiSauie. Well, as I said before, I would like to let the Depart- 
ment of Agriculture speak for itself on that. 

Mr. AnprEsSEN. Do you have experts working with you in your 
Meat Division? 

Mr. DiSauue. Yes, and not only that, but we call the people in 
from all over the country who are familiar with livestock production, 
marketing, and all phases of meat production, and we have consulted 
with them. 

Mr. AnprEsEN. You have admitted several times, I think—and 
I feel you are honest about it—that you do not have any experience 
in food production or distribution. Do you have any of your experts 
with you here today? 

Mr. DiSatue. No; I have not. 

Mr. ANDRESEN. | think it would be very interesting if we could 
have an opportunity to examine some of your experts upon whose 
advice you have acted. 

Mr. Poacn. Would you yield for three questions? 
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Mr. DiSatue. I just want to say, Mr. Andresen, in reply to your 
question there, that even in the case of our experts over there we 
might differ in our conclusions. 

Mr. ANDRESEN. Well, now—— 

Mr. Poace. May I ask three questions here? Will you yield for 
three questions? 

Mr. ANDRESEN. Yes. 

Mr. Poaae. Mr. DiSalle, at the present time, under the present 
set-up of prices, there is certainly no more meat than people want at 
the present price; is there? 

Mr. DrSauie. There is no more meat? 

Mr. Poace. Than people will buy at present prices. You just 
pointed out that there were some shortages. 

At present prices there is no more meat than people are wanting to 
buy. If the consumer were eventually given some reduction as a 
result of your order, which does not appear probable, but if people 
were to get a reduction in the price of meat, ultimately would not that 
increase the demand for meat? Wouldn’t the people buy more meat 
at lower prices than they do at higher prices? 

Mr. DiSauie. I don’t think it will increase the demand. The 
demand is present, but a good many people are unable to buy at these 
prices, 

Mr. Poace. There will be more people buying it if the price were 
cut? 

Mr. DiSauue. I don’t see anything un-American about that. 

Mr. Poacr. You don’t see what? 

Mr. DiSauus. I don’t see anything unAmerican about that. 

Mr. Poace. I don’teither. You agree that is a fact, through; don’t 
you? 

Mr. DiSauue. | would think so; yes. 

Mr. Poage. If you: are going to have more meat purchased, if 
people are going to purchase more meat, where are you going to get 
that meat? You are closing the feedlots. So, where are you going to 
get that meat? What will you do to get that meat? 

Mr. DiSauie. Well, you are concluding that we are closing the 
feedlots. 

Mr. Poacr. Assuming the feedlots should continue to run to present 
capacity, what are you going to do to get that meat? 

Mr. DiSatuer. | think there is an incentive if the demand is high 
and there is an assured market. 

Mr. Poace. You think the lower the price the greater incentive 
there is to produce? 

Mr. DiSauue. | did not say that. 

Mr. Poacr. Well, you are going to lower the price and you tell us 
that that is going to produce more meat. 

Mr. DiSauue. We are going to lower the price to a reasonable level. 

Mr. Poace. You think that will get more meat? 

Mr. DiSauie. But even at that level it will be high enough where 
a good many people cannot afford it. 

Mr. Poacs. Well, I have heard that speech. We have all heard 
that speech. But the proposition is how are you going to get the boy 
who is producing the cows to grow more cows when you lower his 
price. 

Mr. DiSatie. I think I answered that in response to several 
speeches this morning. 
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Mr. Poace. IT have not yet heard the answer to it. You told me 
one time you thought there were other factors; that the cowman 
would consider other things, other than profits, and you said in the 
next place that vou had to take the profit away from the cowman in 
order to keep the packing houses and butcher shops running, because 
they had to have a greater profit. 

Mr. DrSatue. I did not say that at all. 

Mr. Poacr. You did not? Well, if you did not say it, the order 
does. I cannot keep up with what vou say and did not say, because 
you change it too often. 

Mr. DiSauue. I did not change it. The record will show there was 
no change. 

Mr. Anpresen. As I understand, during the first quarter of this 
year the processors of beef have lost money. 

Mr. DiSauue. That is right. 

Mr. ANpresEN. That was generally true, and I believe you indi- 
cated that one of the reasons for this roll-back and these margins 
were to pick up some of the difference, at least, in the loss they were 
taking. 

Mr. DiSauue. That is right. 

Mr. ANDRESEN. So that they could continue in business. 

Mr. DiSauue. That is right. 

Mr. AnpREsEN. Do you think there will be a sufficient margin under 
the order so that the processors can stay in business? 

Mr. DaSauue. They will be able to stay in business at a reduced 
margin over the margin they were enjoying in the period immediately 
preceding Korea. 

Mr. AnpRESEN. Well, do you mean they will be able to operate at 
a lesser loss or will they be able to show a profit? 

Mr. DiSauur. I think they will be able to show a profit. 

Mr. AnprEsEN. They have to buy their livestock in the open 
market. 

Mr. DrSauue. That is right. 

Mr. AnpreseN. And they cannot stay in business very long unless 
they are able to make a profit on the meat that they buy, so that the 
price of live animals is very important to them. 

Have you taken into consideration the fact that there will be a 
black market in meat? 

Mr. DrSauue. We intend to keep the black market to a minimum. 

Mr. AnprESEN. | happened to be on a committee during the OPA 
days when Clinton Anderson, who was later made Secretary of 
Agriculture, was chairman of that committee, and we went all through 
that at that time; and, as I see it, we are going through the experience 
again. 

I am interested in finding out how you are going to stop a black 
market in Toledo or Cleveland. 1 remember in Cleveland we investi- 
gated and found a tremendous black market. How are you going to 
stop that? 

Mr. DiSauue. I think there were many circumstances; for example, 
the failure to limit the number of slaughterers the last time, and the 
failure to establish quotas, the failure of allocation. All of those 
things contributed to that situation at that time. 

We have started out this time ahead of where OPA left off in 
establishing quotas for slaughter, and all those things will contribute 
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to make a more orderly process, and we feel definitely that there will 
be every protection against the creation or springing up of any wide- 
spread black markets. 

Mr. AnprESEN. Do you have any way to prevent a black-market 
operator from taking a truck out to a farmer and buying a half dozen 
or more cows, or choice animals, and paying $40 or $50 a hundred for 
these animals, and slaughtering them most any place? 

Mr. DiSauuie. The only thing vou have is the same sanction you 
have in enforcing any law, not only one of our regulations but a law 
that Congress might pass, or a law that a municipality or a State might 
pass. Certainly we have laws against a great many crimes, and we are 
not able to prohibit all of them; but most of them, at least a very 
reasonable portion, are brought to justice. 

Mr. ANDRESEN. Well, vou are dealing with meat, and in my 
experience I have found this: Even over in your great State of Ohio 
the rank and file of the people who wanted meat, poultry, and other 
food items bought meat in the black market and got it by paying a 
high price for it. 

Mr. DiSauue. Well, I suppose that people in Ohio are the same as 
people any place else. 

Mr. ANpRESEN. I just used Ohio because that is your State. It 
was the same throughout the country. There was no way in which 
you could enforce it. 

Mr. DiSauue. Well, I think, if you see that your supply keeps flow- 
ing, that situation will not arise. 

Mr. ANpRESEN. Well, you are very optimistic, and I wish you a lot 
of good luck on that. 

Mr. DiSauuie. Well, if I was not, we would not have issued the 
regulation. 

Mr. Harvey. Will the gentleman yield? 

Mr. ANDRESEN. Yes. 

Mr. Harvey. I touched on it this morning very briefly, but in the 
same connection | think I brought out the fact that the procurement 
agents for the armed services have been, and it is common knowledge 
I think, going into the slaughter and packing houses and buying this 
beef at 6 and 7 cents a pound premium over the ceiling. 

Now, does your administration contemplate stopping that pro- 
cedure that is throwing our entire marketing program out of kilter? 

Mr. DiSauue. I don’t know whether that procedure exists at this 
time or not. If it does, we certainly contemplate stopping any pro- 
cedure of that kind. We are not going to have any Government 
agency violating the ceilings. 

Mr. Harvey. I feel that certainly should receive your immediate 
attention, and I had it brought to my attention just last week when 
I was back in the District. A small slaughterer came to me—I had 
known him, and he had operated in a very ethical fashion—and he 
said, ‘We cannot go on the market in Indianapolis and buy beef.” 
Why? Because the largest packers go in and buy it, knowing they 
are going to be able to sell this beef to the procurement agencies at 
from 6 to 7 cents a pound premium. He said, “TI never get any beef; 
I cannot buy any.” 

You can understand why he could not buy it under those conditions. 
T think that is an explanation as to why the butcher shops in my 
town do not have beef to sell. 





OTN gee 


TK ay 


58 BEEF CEILING PRICE REGULATIONS 


Mr. DiSauue. I think, under the ceiling-price regulation, a good 
many practices sprung up. Some people took the latest sales they 
made during the base period as the highest price, and they used 


that as their ceiling; but by the issuance of these regulations and an 


establishment of uniform ceilings, by having those, a good deal of 
that would be prevented. 

Mr. Harvey. As he explained it to me, he was limited to 55 cents; 
that was the limit to the price he could pay for the dressed carcass. 
So, he just had to buy within that limitation. 

Mr. DiSauur. We felt that the issuance of these regulations were 
necessary to eliminate that practice. 

Mr. Harvey. Instead of putting a blanket regulation on, you are 
trying to break it down so that it can be administered on a quality 
and grade basis. 

Mr. DiSauue. That is right. 

Mr. Harvey. Then again I just want to make this observation that 
was made this morning, which is that when these packer-buyers go 
into the market—and | think Mr. Hope emphasized that—they are 
going to have to guess on the hoof what this beef will grade when it is 
hanging on the hook. They will certainly play safe so far as they are 
concerned when they are buying, so they will not take any risk of a 
loss when this grader gets a hold of them at the packing plant. 

But again | want to emphasize to you that I think right there, at 
least in my section of Indiana, it has been one of the great contributing 
factors to throwing the entire meat market out of joint; and, if it is not 
corrected, all the other regulations that you might impose will still 
leave beef in a very precarious position. 

Mr. DrSauue. | think there is no question about that. 

Mr. AnprREsEN. Mr. DiSalle, I believe you’said that you intended 
to put on a price ceiling on pork when the pork prices reached parity. 
Do you have a similar plan for poultry? 

Mr. DiSauue. Yes; all commodities. All commodities as soon as 
they reach parity and as soon as we can get out the regulations. 

Mr. ANpRESEN. And on dairy products also? 

Mr. DiSauue. Well, some dairy products are covered by marketing 
agreements over which we have no control. 

Mr. AnprRESEN. Then you would put a price control over cheese and 
butter and ice cream? 

Mr. DiSauue. On all commodities over which we have the legal 
authority to place ceilings. 

Mr. ANDRESEN. So, it would virtually take in all food products by 
the time you get through with the program if those commodities go 
to parity? 

Mr. DiSatie. That is right. 

Mr. AnpREsEN. And you do not contemplate a rationing program 
at the present time? 

Mr. DiSauuie. No; we do not. 

Mr. ANpRESEN. How long do you estimate it will be necessary for 
you to control the prices of farm products? Will it be until next 
May or June or October or November of 1952, or longer? 

Mr. DiSauue. Well, I would say, taking Mr. Wilson’s estimate of 
the expansion of the productive capacity of the Nation, when he said 
it would be a 2-year period, it will be a 2-year period that is required 
to expand the productive requirements of the Nation in order to 
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produce both for military and civilian needs, and that that 2-year 
period would be the period required. 

Mr. ANDRESEN. You do not intend to do like Mr. Bowles did in 
May of 1944, when he took meat and sugar and a good many items 
out from under control in 1944, and after December we had tighter 
controls put on. Do you contemplate a program of that kind for 
next year? 

Mr. DiSauue. I do not contemplate a program of that kind; no. 

Mr. ANDRESEN. Now, vou refer to the fact that you had to have 
your orders approved at the higher level. Do you mean higher than 
yours? 

Mr. DiSauie. Approved at the higher level? 

Mr. ANDRESEN. Yes. | 

Mr. DiSatie. Yes. The Economic Stabilization Agency. We are 
a part of that agency and, of course, economics is part of defense 
mobilization, and these orders of broad policy are approved at those 
levels before we issue them upon my recommendation. 

Mr. ANpRESEN. Has this meat order been approved by the Presi- 
dent? 

Mr. DiSauue. He said so in a press conference the other day. 

Mr. ANDRESEN. Then that is the highest authority, I suppose, that 
we have here on that meat order, notwithstanding the opinions of the 
Department of Agriculture where they are supposed to know all about 
food production, and all other orders relating to pork and poultry and 
dairy products, they will also be approved at the same level? 

Mr. DiSauue. At the top level? 

Mr. ANDRESEN. Yes, sir. 

Mr. DiSauue. I hope not. 

Mr. ANDRESEN. At the same level the beef order was approved, in 
the White House? 

Mr. DiSauuxr. | hope that will not be necessary. 

Mr. ANDRESEN. Now, in considering the make-up of this beef order, 
you say you have consulted with your own experts, with advisers from 
the industry group. Have you conferred with the Wage Stabilization 
group on this order? 

Mr. DiSauue. No, we have not. 

Mr. ANpreseEN. There is no coordination, then, between the increase 
in wages and the price at which you fix the food? 

Mr. DiSauie. The coordination we achieved was through Mr. 
Johnston’s office. He, of course, is head of Wage Stabilization as well 
as Price Stabilization, and he coordinates the activities of the two. 

Mr. ANDRESEN. Do you confer with any organizations outside of 
farm organizations, like labor organizations, in order to get their 
opinions? 

Mr. DiSauie. If you have been reading the papers lately, you will 
find out that is one of their complaints—that we have not. 

Mr. Anpresen. I have heard over the radio and from some of the 
labor leaders that they are very happy with this order. 

Mr. DiSauue. I would imagine they would be. 1 know that a good 
many housewives no doubt would be happy with it. 

Mr. ANpRESEN. Well, I hope vou are right. I think you are going 
to accomplish the roll-back of prices on paper, but I doubt very much 
if you will get the food or the beef for the people, because I want to 
predict this: That inside of 60 days you will see a tremendous amount 
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of meat going away from normal and natural channels of trade and 
passing into the black market. That is why I wish you a lot of luck. 
That is just common sense, as I see it, and it is recalling the experience 
we had when OPA operated during World War II. 

Mr. Poace. Mr. Abernethy. 

Mr. Anernetuy. I hate to prolong this any longer because you have 
had a tough day. 

Mr. DiSauue. It has not been so tough. I would just have been 
listening to other complaints over there. 

Mr. Aspernetuy. Did you confer with the President, or any of the 
President’s advisers, relative to the President’s proposal that parity be 


frozen at the beginning of the marketing season for each commodity 
for a period of 12 months? 


Mr. DiSauue. Yes; we did. 

Mr. Apernetuy. Did you approve of that? 

Mr. DiSauue. Yes. 

Mr. Aserneruy. Well, now, of course, parity does not change unless 


the prices of the things which the farmer has to buy and so on changes; 
isn’t that right? 


Mr. DiSauue. That is right. 

Mr. Apernetuy. Then are we to assume that your agency will be 
unable to keep the other prices in line? 

Mr. DiSatuie. We intend to keep them in line. 

Mr. Aserneray. All right. If you intend to keep them in line 
then why should you freeze parity? Parity will automatically be 
frozen. 

Mr. DiSatue. If we keep them in line, why not freeze it? It 
wouldn’t make any difference. 

Mr. Aspernetuy. At the present time you can conceive by approv- 
ing that recommendation that you will not be able to keep the other 
prices in line. 

Mr. DiSauie. Congressman, you are a public official, and you have 
had a lot of experience in attempting to recognize a lot of opposing 
views of people. Somewhere along the line we have to make a start. 
Labor says, “Don’t start with us.” Agriculture says, ‘Don’t start 
with us.’’ Business says the same, and ev erybody is for controls on 
someone else. 

AprerNeTHY. That is the general sentiment; I concede that. 

Mr DiSauue. In this case we have already established a wage 
freeze, and we have established a price freeze, and I would feel that 
anything that would make our program administratively more feasi- 
ble should be welcomed. Now, a fair freeze is not going to be harmful 
and it is going to give us a chance to stabilize prices for a period of 
time. 

Mr. Anerneruy. All right. Let me ask you this, then: 

Now, if parity is frozen and you are unable to keep the other prices 
in line, would you agree that parity may rise to its natural level? 

Mr. DrSauue. That is the purpose of this proposal, that at the 
beginning of the new marketing season the new parity would take into 
consideration the escalation during that season. 

Mr. AnerNetuy. Bvt you are going to wait 12 months to do it? 

Mr. DiSatuie. Whatever the marketing season is. 

Mr. Asernerny. Let’s say that parity on a certain item is 25 at a 
given day and 6 months later, or 6 months from now, due to your 
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inability to keep other prices in line, parity would be 28. Then 
would you continue to freeze parity at 25 for the remaining 6 months 
or would you give relief? 

Mr. DrSatue. After the marketing season. 

Mr. ABERNETHY. Then you are not tied to the idea of freezing 
parity for 12 months? 

Mr. DiSauue. Well, whatever the marketing season is. We have 
support prices established for various crops at different times of the 
vear. Some crops have two marketing seasons, and the support 
prices are established twice for them. 

Mr. ABERNETHY. Do you contemplate roll-backs of any other farm 
commodities at the farm level? 

Mr. DiSauue. Outside of meat I know of no other item that we 
could control. 

Now, we have had to control the price of cotton at the farm level. 

Mr. Asernetuy. Of course, we did not have any cotton at the 
farm level when that was put into effect; that is, very little. 

Mr. DiSauue. You will find that those roll-backs reduce prices. 

Mr. ABERNETHY. Since you have mentioned cotton, do you con- 
template rolling it back? 

Mr. DiSatue. No, we do not. 

Mr. AperNetHY. What about wool? 

Mr. DiSauie. Wool is a real problem. 

Mr. AperNeETHY. Definitely. 

Mr. DiSautie. We are importing 70 percent of our wool supply 
at this time. I certainly feel that some very drastic steps ought to 
be taken to attempt to achieve some sort of agreement on wool prices 
at the world level. 

Mr. AperNetuy. I asked you a question this morning, and I did 
not get an answer to it. We got into a discussion across the table 
here and I would like to ask it again. 

Is meat that is being sold over the counter today higher than it 
was on January 1? 

Mr. DiSauue. Well, let me say this: It is not supposed to be 
higher than it was on January 25, but it is hard to determine, because 
in the General Ceiling Price Regulation we said that they could use 
the highest price at which the meat was sold during the base period. 
It is very hard to enforce, and hard to determine what the highest 
price was in each individual case. 

Mr. Anernetuy. What is the object of this roll-back, ther? 

_ Mr. DiSauue. The object of this roll-back is to get the prices back 
on a uniform basis, and to establish a dollar-and-cents price at the 
retail, packer, and wholesale level. 

Mr. Anernetuy. Were they uniform on January 1? 

Mr. DiSautie. Were they uniform on January 1? 

Mr. ABERNETHY. Yes. 

Mr. DiSauue. I would say generally so. 

Mr. Anernetuy. Generally so. Now, if they are uniform and if 
the prices over the counter are the same as they were January 1, 
which I know they are not, and which vou don’t agree with- 

Mr. DiSauie. No, I said that January 25 was our freeze date. 

Mr. Asernetuy. All right, January 25. Are they higher now than 
they were January 25 over the counter? 

Mr. DiSauue. That is hard to establish. I have to agree with you 
that I think generally they might be. 
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Mr. ABERNETHY. They might be? 
Mr. DiSauur. Yes, but I just don’t know. 

Mr. Anernetuy. Well, if they are higher now than they were on 
January 25, then what is the object of the roll-back, except to give the 
packer a better profit, who has brought the situation on himself by 
bidding up the price at the stockyards? 

Mr. DiSauue. We go back to the same point again, that if prices are 
the same as they were on January 25, and if livestock has increased 12 
percent, which it has, then there has been a squeeze at the processor’s 
level. 

Mr. AnerNetuy. Who is squeezing? 

Mr. DiSauun. Who is squeezing? 

Mr. Apernetuy. They are squeezing themselves. 

Mr. DiSauue. Well 

Mr. ABERNETHY. Well, that is true; isn’t it? 

Mr. DiSauue. Well, I suppose they wanted to stay in business and 
they paid the market price. 

Mr. Aperneruy. Or they made the market because it just happened 
to be a pretty good price. Now, I hold in my hand your live cattle 
ceiling price, Regulation 23, and on page 2, the maximum prices for 
prime, choice, good, commercial, utility, and cutter and canner are 
fixed at $37, and so on down to $19.50. 

Now, this may be a rather technical question, but I would like you 
to attempt to answer it: 

At what prices can a feeder buy cattle and feed them for 6 months 
and then sell them at this maximum price and make a profit? 

Mr. DiSauuie. That is one I would hate to venture to answer. 

Mr. Anernetuy. You would expect him to make a profit? 

Mr. DiSauue. | cannot figure that out without the benefit of sitting 
down to figure it out. 

Mr. ABERNETHY. Of course, in setting up these prices somebody 
down in your office evidently intended for them to make a profit; 
isn’t that right? 

Mr. DiSauue. That is right, 

Mr. Apernetuy. Well, now, can you give us any information as 
to what price he could buy them for and feed them 6 months and 
still make a profit by selling them at this price? Can you answer 
that now? 

Mr. DiSauur. No, I cannot answer it now, but I will be glad to 
get it for you. 

Mr. Apernetuy. But you do think you can get along? 

Mr. DiSauue. You are talking about the cutter and canner? 

Mr. Aperneruy. The feeder. 

Mr. DriSauue. But you are talking about the cutter and canner? 

Mr. ABERNETHY. I am speaking of the feeder. 

Mr. DiSauue. But the cutter and canner grade. 

Mr. AperNetuy. I am speaking of all grades—prime, choice, good, 
commercial, utility, and cutter and canner. You set out the prices 
on page 2 at which those cattle shall be sold, and my question was at 
what price can a feeder buy the cattle, feed them for 6 months, and 
then come out with a profit based on the ceilings fixed in this order. 
Mr. DiSauue. We will give you those answers. 

Mr. Apernertny. All right. 
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(The information requested is as follows:) 


63 


Estimated cost of feeding cattle and resulting marimum price that could have been 
paid for feeder animals assuming certain specified periods of feeding beginning in 


the fall and winter of 1950-51 





Month of purchase 
Days on feed_-__- 
Date of sale finished_. _- 
Grade when finished - _- 
Purchase weight. - - 
Weight gain 
Finished weight___. ; ’ 
Price under CPR 23 (at Chicago) 
Finished value per head 
Cost of feeding ! 
Net value of feeder :? 
Total ee 
Per hundredweight ____ 
Average price of feeders in month of pur- 
chaSe at Chicago. | 


Long-fed 
calves 


-| 333. 
_.| October . 
..| Prime 
-| 419. 
| 517 
i. eee 


$34 


| $318.24. _- 
| $126.65__ 


| $191.59. ___ 


$45.72 


$34.30 


| November. ___| 
3 Dditeiad 


Cel ee 


Long-fed 
yearlings 


October_. 
300 


| August 


Prime 
646 

465 
$35.50_- 


$394.40 __ 
$142.99. ___ 


| $251.41 - 


$38.92 


| $30.84 


Heavy steers 


January 
| See 
July ms 
Prime 


$315.61 
$37.03 
$32.98 





Short-fed 
yearlings 


January. 
192. 
July. 
Choice. 
670. 
330, 
1,000. 
$34.20. 

| $342. , 
$105.34. 


$236.66. 
& 2. 


' These data have been determined by Mr. Charles Bermeister of the U. 8S. Department of Agriculture on 


the basis of feed requirements taken from a survey of feeding operations conducted by farmers in 3 feeding 
seasons 1947-50 reported by the University of Illinois in the Eleventh Annual Report on Feeder Cattle, by 
the Farm Bureau Farm Management Service. The costs of feed used are based on prices reported by the 
Bureawof Agricultural Economics for April 1951 and amounts of feed reported by the University of Mlinois. 

? Value of feeder cattle shown is in excess of all costs including feeder’s labor. Value of credit from hogs 
with cattle and the manure are not considered here. 


Stockers and feeders, Kansas City, 1951—average weekly price based on the mean of 
daily range of quotations 


[Per hundredweight] 


Week ending— 


Jan. 6 

Jan. 13 
Jan, 20 
Jan. 27 
Feb. 3 

Feb. 10 
Feb. 17 
Feb. 24 
Mar. 3.. 
Mar. 10_. 
Mar. 17_. 
Mar. 24... 
Mar. 31-____- 
Apr. 7 

Apr. 14_. 
Apr. 21 





| 
| 
;—-- 


' 
| Choice, 50 





) 


| to800 pounds 


$33. 06 
34. 20 


34. 2. 


35. 60 


Steers 


Good, 500 | 
to 800 pounds 


| Steer calves, 


Medium, 500 
to 1,000 | 
pounds 


Good and 
Choice, 500 
pounds or 


$35. 00 
36.00 
36. 60 

3. 00 
50 

. 50 
50 
39. 00 
39. 90 
00 
40 
50 





Mr. Horven. Will the gentleman yield? 
The CHatrMAN. I have promised Mr. Hill that he would be next. 
Mr. Hix. I will yield to the gentleman. 
Mr. Honven. I think we should clear up this matter of parity. 
I understood you to tell Mr. Abernethy that parity would be frozen 
at the beginning of the marketing season, but thereafter it might be 


subject to change. 


It is my understanding that the parity figure 
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would be frozen at the beginning of the marketing season and remain 


u 
rigid throughout the year. 
Mr. DrSauue. That is the proposal. d 
Mr. Hoeven. Then are you correct in telling Mr. Abernethy that A 
parity might be revised under certain circumstances and conditions? ) 
Mr. DrSatue. I said at the end of the marketing season or the a ke 
beginning of the next marketing season. the 
Mr. ABERNETHY. I understood you to say that in the interim, if kn¢ 
you were unable to keep the other prices in line, and if parity normally the 
would have gone up, you would consider amending the order. goe 
Mr. DiSatue. I would still hold to that answer—that we would pain 
give consideration to it if we were unable to hold prices generally; tre! 
yes. I just don’t know what form the act would have to take. } 
Mr. Hoeven. Do you contend that you have the authority to wh 
do that? firs 
Mr. DrSatte. It all depends on how the act would be written and to 
who would have the authority to establish the parity price. pla 
Mr. Horven. Parity is an elastic proposition. } 
Mr. DrSautue. That is right. We have found that out. ™ ist 
Mr. Horven. And a parity that is frozen is actually no parity at all. ] 
Mr. DiSauue. But it still establishes the fair price. wh 
Mr. Hoeven. Yes, but the original conception was that parity I 
should be elastic to meet the needs of the hour. the 
Mr. DiSautie. How many concepts of parity are we working under cer 
P now? I think that there are at least three, we have the old, the new, list 
5 and the transitional. Inc 
Mr. Hoeven. Which formula are vou following——— abe 
Mr. DiSauuie. We know one thing, we are always governed by the 7— ‘ 
highest one, whatever it is. 5 $ 
Mr. Hit. If you will excuse me, let me ask you this question first: sin 
Is there anybody in your department, in spite of the fact that you f 
have gone in all States and picked Democrats to run it, do you think an 
there is anyone in vour department so naive that they think they can of 
control the price of beef by law or regulation and have no connection yo 
or relation to the cost of feed and cost of labor, and all the other costs ' 
that go into the making of a pound of beef? 
Mr. DiSatuie. No. | 
Mr. Hiui. Have they gone that far in the department? ho 
Mr. DrSatie. We sure have. igh 
Mr. Hiti. You mean you have not gone that far? thi 
Mr. DiSatue. There is no one familiar with the subject who would : 
be so naive as to say that we could maintain the price of beef if the het 
price of feed would move up abnormally or the cost of labor would 
move up abnormally. | 
Mr. Hrut. Well, you are really taking the wrong end of the Ne 
“critter.”” Let me show you what a friend of mine from Colorado ch 
writes me. Here is a letter that was written on the first day of May, Ke 
and what he is complaining about is just what I have said. hu 
His corn on the first day, 3 weeks ago, he was paying $2.94 a =| 
hundred for corn. A week later he paid $3.07 for the same corn. @ thi 
And a week later—that is the day upon which the letter was written— % th: 


he was paying $3.18. 
What I am driving at, vou see, up goes the price of this corn. He 
also said that two of his hired hands’ wages went from $150 to $175, 
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up to $200, which he had to pay them in order to keep them against 
competition from other places of employment. 

Mr. Poaae. That is not included in the parity either. 

Mr. Hutt. That is right. 

Now, let’s get back. We all want to be reasonable. I know that 
a lot of cattlemen in my territory, in spite of statements of some of 
these gentlemen from other States which feed a lot of cattle, they 
know there is no one in your department who knows about how much 
the cost of producing cattle has increased. Everything else that 
goes into this has gone up. I have a list that one of these gentlemen 
sent in here and the increase in the cost of feeding cattle has been 
tremendous in the last few years. 

Now, when you just take a blind meat-ax approach, and that is 
what we should call it, you just say, “We will hit you on the knuckles 
first, then break your arm higher up one place at a time until we get 
to the shoulder, then take it off.’ That is exactly what you are 
planning to do to the cattle industry. 

Mr. DrSatue. I don’t think that is what we have done, but that 
is the way I feel right at the moment. 

Mr. Hiuu. I think you will be worse than that when you realize 
what is going to happen. 

Listen to these figures. I cannot tell you how true they are, but 
they are the best we have, they are from Business Week, and it gives 
certain facts. This is the last question I am going to ask. You 
listen to this because it affects you more than you think it does. 
Industrial raw material increased 160 percent. What are you doing 
about that? Don’t answer. I don’t want your answer. 

Steel scrap increased 147 percent. 

Spot commodity index, 142 percent, cotton was frozen at 140; all 
since a year ago. 

That gives a general idea of what is going on, and you come along 
and you do what you were told todo. You came from the good town 
of Toledo, and I don’t know why you came back, and I don’t want 
you to answer any of my questions. 

Now, who is the smart guy who worked out that little map? 

The CuarrMANn. Do you want him to answer that? 

Mr. Hit. It is a wholesale zoning map. You think you are on a 
hot seat. Why, boy, your seat would make me think of an Eskimo 
igloo compared to what some of these boys down in my territory 
think about your program. 

This is my home paper, and here is what they say about you up 
here: “OPS beef price just boondoggling, meat men say.’ 

It just shows what goes on. 

It is just like they did when they had the OPA ceiling price down in 
Nebraska, when corn in one part of Nebraska—and Mr. Hope can 
check me up on that—was 20 cents a hundred less or more than in 
Kansas just over the line. Am I correct in that? They sell by the 
hundred pounds, don’t they? 

| mention that not to find fault with you because there is nobody on 
this committee who pities you like Ido. I don’t know how you keep 
that weight up. 

Mr. DiSautuer. That is due to proper feeding. I maintain a ratio. 

Mr. Hitu. Surely you are not going to try to control cattle without 
controlling the price of labor and all the other elements that go into 
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the price of meat. Now, you can answer that one. If you can do that 
for our farmers, we will be happy. 

Mr. DiSauux. That is exactly what we are trying to do. 

Mr. Hitt. Is that what you are trying to do? When are you going 


cc 
say something about wages? How long are you going to allow the fig 
wages to go up? fa 
Mr. DiSatur. The wages were frozen January 25. ti 
Mr. Hixu. Were they? What about breaking through the ceiling? b 
Will cattle break through that way? 4 
Mr. DrSauve. We have some pressure for that. = N 
Mr. Stmpson. Mr. DiSalle, your theory is that this roll-back order — 
is for the general welfare; is that right? h 
Mr. DiSauue. These regulations? 
Mr. Simpson. Yes. u 
Mr. DiSauue. Yes; I am convinced of that. i 
Mr. Simpson. I believe in a two-party system, free enterprise, and 
a reasonable profit. a 
What I would like to know, as a Republican, how can I go about “Fp 
getting a job in your agency in Illinois for a competent person? — Vv 
Mr. DiSatie. How can you go about getting a job for a competent Fj 
person? t 
Mr. Simpson. Yes. 
Mr. DrSa.te. It is not a problem at all, provided he can meet the fi 
civil-service qualifications. t 
5 Mr. Simpson. Are they under civil service? 
4 Mr. DiSatue. All except the lawyers. ; 
' Mr. Simpson. The State administrative people are under civil 9 _ 
service? q 
Mr. DiSatte. Yes, sir. x 
Mr. Simpson. All of them? 4 
f Mr. DiSatuer. I don’t know how many have been cleared so far, 7 
but all of them are subject to an audit of qualifications by civil service. 7 I 
Mr. Stmpson. Where would you go to make application? = \ 
Mr. DrSauuie. At the personnel office. 4 
Mr. Stmpson. Here in Washington? » 
Mr. DiSatue. Yes. = | 
Mr. Simpson. Approximately how many people do you intend to | 
employ? >» 
Mr. DrSatue. Well, at present we are operating now on the basis of =~ 
having 16,000 people by the end of June. = | 


Mr. Stmpson. That is the whole United States? 

Mr. DiSauxe. That is for the whole United States. 

Mr. Harvey. I did not catch that. 

Mr. DiSauue. Sixteen thousand people by the end of June. We 
have approximately 5,400 on the payroll now, of which amount about 
1,900 are in Washington, and 3,500 in the field. 

Mr. Hoeven. Will that be the vop figure? 

Mr. DiSaue. Sixteen thousand? 

Mr. Hoeven. Yes. 

Mr. DiSauue. It all depends on how broad the program becomes. 
OPA had 60,000 people. 

Mr. Simpson. Do you have any idea about the cost? 

Mr. DiSauue. I do not. We are preparing our budget estimate 
now, and starting hearings at the Budget Bureau. 
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Mr. Stmpson. You are expecting a quota of about 16,000 people? 

Mr. DiSatue. Yes, by the end of June. 

Mr. THompson. At this point I would like to ask the unanimous 
consent of the committee to insert in the record some interesting 
figures on what it costs to produce cattle on a typical farm, a family 
farm, where the figures are very well broken down by one of my voca- 
tional agricultural teachers. It has been in the Congressional Record, 
but I would like to have it placed in the record here. 

The CHarRMAN. You may insert it at the end of the testimony of 
Mr. DiSalle. 

Mr. Tuompson. I would like to ask him one question before I leave 
him. 

Mr. DiSalle, we keep coming back to the subject of rationing. I 
understand that it has been considered and is under contemplation, 
in case the present plan does not work. That is correct, is it not? 

Mr. DiSatue. The rationing authority in the act is in the President, 
and so far as I know it has not been delegated to any office or any 
person, but the experts told me that if we contemplated rationing, if 
we began tomorrow to plan a program, it would take 4 or 5 months to 
just print the currency, so that is why I say there is no rationing con- 
templated any time in the near future. 

Mr. Tuompson. In your discussion of it, have you ever carried it 
far enough to figure that you might have to go out on the farm and 
tell the farmer, the producer, when and where he could sell his cattle? 

Mr. DiSauue. No, we have not. We have not gone into it at all. 

Mr. THompson. You have never gone that far. Off the record, 
please. 

The Cuatrman. Off the record. 

(Discussion off the record.) 

Mr. THompson. Thank you very much, Mr. Chairman. 

Mr. Lovre. Mr. DiSalle, do you entertain any high hopes of sta- 
bilizing prices by the roll-back to the farm level without freezing all 
wages and prices right across the board? 

Mr. DiSauuie. Well, we started out on January 26 with the freeze 
of all prices that we have authority to freeze, with the exception of 
livestock at that time. 

Mr. Lovre. I understand that, but, Mr. DiSalle, can’t you answer 
the question “Yes” or ‘“‘No’’? 

Mr. DiSatue. I would say that you would have to have an all-out 
freeze in order to achieve stabilization. 

Mr. Lovers. Everything right across the board? 

Mr. DiSatxie. That is right. 

Mr. Lovre. Mr. Chairman, I would like to read in the record at 
this time some observations made by feeders in my home State: 

The price roll-back as set up to go on May 20 will have the following effect: 

1. Increase the marketing of unfinished cattle, which means a loss of two to 
three hundred pounds of meat per steer to the consuming public, thus encouraging 
the phase of meat shortage. 

2. Vacate feed lots: Some will be through financially; some will not take the 
great risk involved. There have been a lot of vacant feed lots in this area this 
winter because feeders were afraid to take hold of any cattle. 

3. Loss of confidence in our Government: If we cannot go ahead with reasonable 


assurance that the Government is not going to mess things up for us, we will 
Stay out. 


4. Drastic reduction in income tax paid by the feeders: We know you are just 
trying to do your job, and realize you are up against an impossible situation. 
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5. Black markets: They cannot be stopped under ceilings when meat is short. 
We realize the first thing that labor and the housewife thinks of when conditions 
begin to tighten is the cost of food. However, food is only part of our living 
costs. 


We have not noticed any roll-back on machinery, clothing, and so forth. We 
want to be patriotic and help produce food for the fighting forces, as well as 
necessary food for other parts of the world, but unless we can operate our business 
with a reasonable degree of confidence in the outcome, we just cannot afford to 
take that chance. The risk involved for the meat industry is so great that we 
ask that the 10-percent roll-back scheduled for May 20 be removed immediately. 

This was written in Yankton, S. Dak. 

Mr. Hopr. Mr. Chairman. 

The Cuatrman. Mr. Hope. 

Mr. Horr. Mr. DiSalle, you have fixed under this order a very de- 
tailed set of retail prices by zoning with 15 zones, and some subzones 
covering the country, and you state as part of the statement of con- 
siderations under title 32—A that: 

This regulation fixes dollar-and-cent retail ceiling prices for beef by grade. 
Moreover, it standardizes retail beef cuts and relates the specific dollar-and-cents 
prices to a particular standard cut. Dollar-and-cent ceiling prices by grade and 
cut provide the simplest and most effective type of price control. Since retailers 
will be required to post the prices established by the regulation, the housewife 
will have a simple and easily recognizable list of prices available to her in order 
to determine whether she is being properly charged for her purchases. 

Now, how do you propose that the housewife will actually know what 
grade of meat she is getting, and whether the price she is paying is 
actually the ceiling price on that grade? 

Mr. DiSauue. The retail price, plus the grade, must be put on sep- 
arate trays, and the meats separately merchandised at the retail store. 

Mr. Horr. Well, now, that means that the housewife will have to 
be pretty much of an expert herself, won't she, to know just what she 
is getting? And in making that statement I am referring to the part 
of the order that relates to the retail ceiling prices for each zone, and 
I find that taking zone 1, for instance, that there are four different 
cuts of beef that are included for group 1 and 2 stores, and that on 
each cut there are four different grades. 

On porterhouse steaks, for instance, the choice grade bears a price 
tag of $1.31, the good grade a price of $1.10, the commercial grade a 
price of 84 cents, and the utility grade a price of 69 cents. 

Now, if you go down to the group 3 and 4 stores, you will find a 
different set of prices. The choice grade will be $1.27, the good 
grade will be $1.07, the commercial grade will be 81 cents, and the 
utility grade will be 67 cents for porterhouse steaks. 

And then if you go to group 3—B and 4-B stores, you will find a 
still lower ceiling of prices on porterhouse steaks, so that depending 
on what store she goes into, if she would shop around and go into 
each of these three types of stores, she would have 12 different prices 
for porterhouse steaks. 

Now, that is only 1 of 49 different cuts that are set out in this 
order, so that in zone No. 1 there would be a total number of 441 
different prices for all cuts in the 3 different types of stores. Now, 
don’t you think that is going to be a little confusing to the average 
housewife? 

Mr. DiSauuie. No; that is the ordinary practice today. Those 
stores are broken down into different class stores according to the 
type of service that they offer, and that was the breakdown during 
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OPA on regular grocery prices. There were different prices accord- 
ing to the type of store. Some stores render more service than 
others. Others are supermarkets that have self service, and all of 
those items are taken into consideration. . 

If you went into four different stores you would find that situation 
existing now, but different pricing, according to the type of store. 

If you go into a store that delivers, and that renders a service in 
addition to regular merchandising practice, you will find higher prices 
than you will in a self-service store. 

Mr. Horr. Do you think that the average housewife would want 
to check up on all of these hundreds of prices that would prevail in 
any one of these 15 zones? In other words, isn’t it going to be rather 
easy for a retailer who might not be entirely honest in his pricing, to 
sell a grade at a higher price than is covered by the ceiling, with very 
little opportunity for enforcement or detection? 

Mr. DiSaute. I think it is relatively easy for a good many people 
to violate a good many of our laws, but I think this is generally the 
sanction that most honest people have of complying with the law, 
and I would say that the average retailer is as honest as any other 
person, and will comply to the best of his ability. 

Mr. Hope. I am not impugning the honesty of the retail meat 
dealers of the country, because I agree with you that they are as 
honest as the average person that you may happen to meet. But we 
don’t know how many dishonest people would get into the business. 
We certainly had plenty of dishonest people in the meat business 
during the black-market days during the other war, and it seems to me 
that in following these regulations it would still be very difficult for a 
housewife to know she was getting the type and grade she was 
paying for. 

Mr. DrSatue. I think, Mr. Hope, that you will find that the 
majority of people that were in legitimate channels did comply at, 
that time, and that your violation and black marketing occurred from 
outside sources, people that got in for the purpose of making a fast 
dollar. 

Mr. Horr. I agree with that. Of course, the more grades, the 
more prices, and the more specific that you have these ceilings, 
the more opportunity, it seems to me, there is for a dishonest retailer 
to violate the ceiling order. I hope I am wrong about that. 

Mr. DiSauue. I don’t think a dishonest retailer could last long. 
It would not be too long before some housewife would know where 
she could buy meat at regular prices. 

Mr. Chairman, might [ suggest the lack of a quorum? 

The CHarrMAN. Yes; we are going to try to quit in a minute. Are 
there any further questions? 

Mr. Horven. Mr. DiSalle, in summary, as I gather the significant 
points in your testimony, you stated that the roll-back order. on me . 
would be an incentive to meat producers. That is what you said, 
it not? 

Mr. DiSatte. I said that there would be enough price left to con- 
stitute an incentive. 

Mr. Horven. To be an incentive to the meat producers. 

Mr. DiSauue. Yes. 

Mr. Horven. And that the roll-back order would not cause a loss 
to the cattle feeders. 
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Mr. DiSauue. An actual loss. 

Mr. Hoeven. Yes. 

Mr. DiSauue. That is right. 

Mr. Hoeven. And that the roll-back order will not result in less 
production of meat. 

Mr. DrSauue. That is right. 

Mr. Hoeven. Now, I hope you are right, Mr. DiSalle, but I fear 
very much that your answers are going to rise to haunt you in the 
weeks and months to come. 

Mr. DiSauue. Well, Mr. Hoeven, those are my honest conclusions 
at this time. 

Mr. Hoeven. I appreciate that. 

Mr. Jones. Mr. Chairman. 

The CHarrmMan. Mr. Jones. 

Mr. Jones. Mr. DiSalle, you mentioned a minuce ago 16,000 
employees that you expected to have by the end of June. Do you 
think that would be a sufficient number of people to enforce it, too? 

Mr. DiSauie. That would contemplate somewhere in the neighbor- 
hood of 3,500 to 3,700 people in the enforcement division. That would 
only be about, oh, a little over one person to a county in the United 
States. The eventual enforcement program contemplates about 6,500 
people, but we are only programing for June 30 at this time, because 
we have no idea as to what will happen to the act or what the program 
will be after Congress gets through considering the act. 

Mr. Jones. Thank you. 

Mr. Aubert. I have had several letters and telegrams from people 
stating categorically that this order was going to break them finan- 
cially. Now, it seems to me that it would be conceivable that it 
might break some growers who have got a big investment in their 
cattle and who have bought feed at high prices. 

B® Have you satisfied yourself that this will not break some of the 
cattlemen of this country? 

Mr. DiSauue. We feel that it is generally fair and equitable, but 
if you have some individual cases of that kind I would be very glad 
to look into them and to go into the thing step by step, because the 
last thing that we want to do is to hurt anybody, and by hurting some- 
one, I would mean, if it creates a real hardship. If it would mean the 
difference between making an unreasonable profit and making a reas- 
onable profit, if it were that, 1 would not consider that a hardship; 
but if it were the difference between losing money and making a profit, 
I would consider that a hardship. 

The CHAIRMAN. Suppose a situation like that were to arise, would 
you have any power to deal with individual cases? Suppose a pro- 
ducer can show you or anybody, any fair-minded person, that the 
order would put him in bankruptcy and result in a tremendous loss, 
you could not do a thing about relieving him, could you? 

Mr. DiSauuie. We could take across-the-board action, if he dem- 
onstrated that this matter was unfair. 

The CHarrRMAN. Yes; of course you could do that. 

I wish you would furnish the committee with some information 
that would indicate to us just what consideration was given to the 
cost of production, 
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Mr. DiSatte. I will be glad to do that. 
(The information requested was not submitted by the witness. ) 
Mr. Poacre. I wanted to be sure that Mr. DiSalle puts in the 
record the location of those cheap cows that he says we can buy and 
feed out profitably. I believe if he can locate them he should let us 
know where they are. 

The CHarrMan. I am sorry that we interrupted you, Mr. Albert. 

Here is a raft of telegrams. The top reads: 

One thousand farmers protest and add that the beef ceiling be rescinded. Beef 
ceilings are legalized means of stealing $700,000,000 from the farmers, and instead 
of saving consumers’ money, black markets already exist and will cost the con- 
sumer $2,000,000,000 a year and bankrupt the cattle industry if it is continued. 

That is from the First National Bank of Morgan, Colo. All these 
messages that I have here, I have got letters and telegrams, are 
somewhat the same as the one I have just read. - 

Mr. DiSauue. Yes; we got a few, too. 

Mr. Atnertr. Mr. DiSalle, as I understand this formula, the first 
10 percent is supposed to put the cattleman on par with those seg- 
ments of our society who had their prices frozen in January, is that 
right? 

Mr. DiSauue. That is right. 

Mr. Atserr. Why did you see fit to go further than to maintain 
the balance that was established on that date? 

Mr. DiSauuie. Well, we are doing that in other cases where we feel 
prices are unreasonably high. We have done it in the case of tallow, 
in the case of hides, and we have taken manufacturers generally across 
the board and restored them to pre-Korea prices, permitting only 
dollars-and-cents increases in labor and material costs without an 
allowance for increased overhead. 

We feel that all those steps are necessary, even though they may 
appear to be drastic, if we are going to achieve stabilization. 

If we let this economy get out of hand, and if we let prices increase 
pell-mell, and wages follow prices and prices follow wages, the time 
will come when no cattleman or anyone else will be in a position to 
say whether he has achieved a real return for his services. 

Mr. Aubert. | agree with that in part. However, I cannot see how, 
with prices frozen on the entire industry, except on live cattle, the 
price situation could possibly get clear out of hand. It seems to me 
the very fact that prices have been frozen on the products of cattle 
would make it impossible for the lid to blow off. I don’t see how it 
could, because you would have a buyers’ strike, if nothing else. If a 
man cannot buy cattle and make a profit on them, he is going to quit 
the business. 

Mr. DiSauie. Well, in this rapidly moving economy, buyers do 
not strike. They do not abstain from purchasing, but they try to 
get more money to keep up with it. They will strike for money to 
keep up with increased prices. 

The CuairmMan. Well, gentlemen,‘if that is all, we thank you very 
much, Mr. DiSalle, for coming up to see us. 

At this point, we will place in the record the document that Mr. 
Thompson wished to have placed there. 
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(The document referred to above is as follows:) : 


Farm Price ContTROLs @ rx 
Extension of remarks of Hon. Clark W. Thompson of Texas in the House of 4 ie 
Representatives, Friday, April 13, 1951 
Mr. THompson of Texas. Mr. Speaker, the Congress will soon be faced with the 
necessity for extending price and wage controls beyond their present expiration 
date of June 30, 1951. One of the questions sure to come up is what to do about 
fixing price ceilings on agricultural commodities. Some will want to continue the 
present policy of not allowing these ceilings to be placed below parity; others will 
want to do away with this restriction. 


Inc 
A teacher of vocational agriculture in my district. has written me on the general 
subject of farm income, expenses, and profits. His letter presents the point of 
view of the small farmer, and he cites figures on the production of hogs, beef, and mo Pr 
eggs, to substantiate his statement. I think the letter is worthy of consideration m Pr 


by all Members of Congress, and I take pleasure in inserting it in the Congressional 
Record: f 
“Dear Srr: There is much talk today about regulating farm prices. As a s ° 
teacher of vocational agriculture I have an opportunity to see the farmers’ cost 
of production from many angles. I also find it hard to teach at the present time 
because of price uncertainties. The veterans that I teach seem to be wondering Ex 
if their efforts toward expansion and becoming established on the farm may lead 2 
to failure. = 
“T realize that it is next to impossible to see the farmer’s situation all the way 
from Washington and to get the best qualified men to work on farm price controls. 
As the veterans and I see it price controls could do much more harm than good. 
It is hard to believe that price controls will work on anything but finished products. 
‘The class and I have endeavored to work up the basic commodities in our com- 
munity in order to give you a clearer picture of what we farmers are up against. 
I find that many farmers do not realize what their cost of production is, and as a 
result produce that commodity at a loss. As a result the market price is lowered 
still more. Maybe our education program for farmers has failed to get results, 
or maybe the educators aren’t going about the job the right way. What a farmer 7 In 
needs to know is what it is costing him per pound, dozen, bushel, or hundred- 
weight to produce that certain commodity. his information is difficult to find 
written in farmer language, or even in teacher language. Be 
‘*The enclosed figures have been figured on the high side instead of the low side. x 
The average farmer would not make that much profit on the particular commodity. 
Cotton and beef cattle have not been figured due to such a great variation in pro- 
duction per acre. As for cotton it will cost the farmer between 20 and 30 cents . . 
per pound to produce a pound of cotton. If a farmer clears $35 per acre he is m 
doing good. Beef cattle is the rich man’s enterprise. The large cattleman is 3 
where he is today because he inherited the money or business, he #8 an oil man, or 


he has been in the business many years and has seen many hard times. The* 4 ; 
veterans that I teach aren’t in that class. They are struggling trying to get a 
established. 4 


“Tt is hoped that this bit of information will help you see the picture as we 
farmers see it. As long as there is no shortage of food and basic items why control 
prices? If necessary we can send you the middle man’s mark-up on farm com- 
modities. I am sure that you realize this though. 

Yours truly, 


Hog production 
[Feeding 200 head of hogs to 225 pounds market weight] 





Expenses: # 
nas a) ONT NERUDA oh ta emcee baie ie = _... $1, 400 f 
Cost of feed: % 
Corn $4 per hundred, 750 pounds per hog-_----------------- 6, 000 : 
Supplement $6.75 per hundred, 80 pounds per hog__-__---~---- 1, 080 a 
Supplies and vaccine- AN RAE BRE dS RIE AL a 200 3 
Depreciation on equipment--_-______-_-- : Ses Seas aes 10 
Cost of production, not including labor or gasoline_____.___.____ 8, 690 2 

Income: 200 head of hogs at 22 cents per pound__------ ae _. 9,900 

Profit, not including labor or gasoline__._____.__.___---------- 1, 210 
Profit per hog.............- : oe 5s gt es Die - 6.05 


Profit per day 
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Beef production 
[Feeding 50 head of beef steers, starting weight 250 pounds, for 120 days] 
Expenses: 


; 2 Cost of steers (250 pounds each) ---.....-..------------ Saeceis = <= = a 
4 Cost of feed: 
. a Concentrates, 1,440 pounds at $4.75 per hundred_________- _ 3, 420 
3 Hay, 18 tons at $30 per ton____-_- Se ae errr 540 
: 4 Supplies SE ile BR SWE knee dence tan se mw ennnpe 100 
| x Cost, not including labor or gasoline _ - cowie epee 
> Income: 50 steers, weight 490 pounds, at 35 cents per pound__ = wan cs  Cyaeee 
| — 
; a Profit, not including labor or gasoline_-_______ ee ee oe 140 
m™ Profit per head_------ whence Gia Epc e Sean ph 
m™ Profit per day--------- Be ne AES fe aa ae 1. 16 
| ee The capital investment is what keeps most veterans and beginning farmers out 


of the business. 





‘ Egg production 
. [For a 500-hen flock with 175-egg average per hen] 
@ Expenses: 
| & Cost of chicks at 1 day old, 40 cents each_ SETS CRE, 
a Cost of feed up to laying, $1.50 per bird_ Pn ak ee See ee 750. 00 
Cost of feed for 1 year’s lay: 
Grain, $3. per hundren___.....-.........- sown sean, ee 
Mash, $5 per hundred___---------- : Seperate 
Medication and supplies__--- - -- : Poe pe Sea 100. 00 
Depreciation on building and equipment. wien aes eee rene os 40. 00 
Electricity, $2 per month_----- Ue a ee Rn ene 36. 00 
| 3 Cost of production not including labor or gasoline _ - - _- ~~~ ~~ ~~ 2, 826. 00 
: = Income: 
a 400 layers housed, with 175 eggs per hen, 5,833 dozen at 40 cents__ 2, 333. 20 
| 3 Semen 400. 00 
4 otal donee so Ss Me swe Bila frien oo he MOET ie fess 2, 733. 20 
, * Net loss not including labor or gasoline ___ Bais iefesta bse cs eps te aha eB 92. 80 
; 4 To make a profit today on eggs, the egg average per hen must be at least 200 
' > eggs. Many egg producers don’t get that many eggs. 
| j The CHarrMAN. Now, is there anything else before us? 
. a Then that is all, Mr. DiSalle. Thank you again for coming to 
m see us. 
4 Mr. DiSauue. Thank you. 
5 rty . . . 
; The CuarrMAN. There being nothing further, the committee stands 
~ adjourned. 
. ¥ Yr = . . 
i (Whereupon, at 4:50 p. m., the hearing was adjourned.) 
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WEDNESDAY, MAY 16, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CuarrMan. The committee will please be in order. 

I would like to ask if there is any person present who desires to be 
heard on the matter now under consideration. If so will you be kind 
enough to give your names to Mrs. Downey, the clerk of the com- 
mittee. We will try to call you as early as possible. 

I have a list of witnesses which has been handed to me, and I would 
like to call at this time Mr. Loren C. Bamert, president of the American 
National Cattlemen’s Association, of Denver, Colo. 

Mr. Bamert, I would like to observe that the Senate Committee 
on Agriculture sometime ago favorably and, I understand, unani- 
mously reported a resolution urging Mr. DiSalle to forthwith repeal 
the roll-back order on beef. 
> Some members of this committee wanted to consider a similar 
» resolution, but the committee decided that before taking any action 
‘the wise thing to do would be to have some hearings in an effort to 
ascertain further facts and to obtain information which might be 
helpful to the members in making up their minds. 

We asked Mr. DiSalle to appear Monday, a week ago, and he spent 
> the entire day with the committee, discussing the matter and present- 
> ing justification for the issuance of the order. 

» He pointed out that he had been authorized to stabilize prices and 
Shad been charged with the responsibility incident thereto, and that 
© beef was selling for 152 percent of parity; housewives and consumers 
> were complaining generally throughout the country, and that after 
» considering all of the facts which were available to him he concluded 
> that his duty required him to issue this order, and other orders to 
follow, in an effort to roll back the prices of beef to the consumer. 

> First, we understand that the initial order is to restore margins to 
q the processors and handlers, and information which we have received 
> indicates that this first order will cost the producers of beef approxi- 
mately three-quarters of a billion dollars; that the other two orders 
> will come in the fall, and that the consumer may hope to be relieved 
somewhat by September or October, but when those two orders go 
> into effect beef will be reduced 9 or 10 cents a pound, and that, too, 
» will come out of the producers of beef cattle. 

* On Monday evening, after hearing Mr. DiSalle, many members of 
> this committee attended a meeting, which you are familiar with. We 
® boped at that time that we would be given some definite facts and 
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figures and real sound arguments in opposition to the order. Appar- 



















me 
ently the cattlemen were not well prepared to present the facts, so Th 
the committee has decided to accord to the cattle producers of the pot 
country 3 days to present their evidence in opposition to the order, exc 
that is, Wednesday, Thursday, and Friday of this week. art 
On Thursday morning we will call Mr. Brannan, Secretary of —@% po: 
Agriculture, in the hope that we may ascertain his views concerning —% fro 
the orders which have, and are to be issued. 5.3 
You, as president of the American National Cattlemen’s Association, % at 
may present now such views as you may desire and such facts and —% 19; 
figures and arguments as you think pertinent. If you have others @ ag 
whom you would like to call and present to the committee, we will 7% Jas 
be very glad to have you do so. F po 
Present also is Mr. Howard E. Hill, president of the Iowa Farm —@ pri 
Bureau. I understand that Mr. Hill will have to leave the city 
early, and we would like to hear him as soon as practicable. Follow- 7% he; 
ing him, we will hear Mr. H. E. Pickett, secretary of the Kansas pre 
State Livestock Association, Topeka, Kans. We also have Mr. Phil mi 
Ferguson, a former Member of Congress, and a distinguished former wa 
member of the Committee on Agriculture, from Oklahoma, who also 7% pr 
would like to testify. Bonu 
We will be very glad to hear you now, Mr. Bamert. Please confine 7 19 
your discussions to the matter which is under consideration, that is, 7 re1 
the effect of these orders. We are familiar with the background, 4 or 
and we are familiar with considerations and justifications which were 4 sh: 
4 submitted by Mr. DiSalle. S be 
: If you will give us the beef cattlemen’s viewpoint; that is, from 2 
the standpoint of the breeder and the feeder and all others engaged liq 
in the production of beef cattle, we will be very glad to have you do BAL 
so now. 
STATEMENT OF LOREN C. BAMERT, PRESIDENT, AMERICAN 
NATIONAL CATTLEMEN’S ASSOCIATION, DENVER, COLO. 4 ma 
Mr. Bamert. Mr. Chairman and members of the committee, Iam 7 of 
president of the American National Cattlemen’s Association with © be 
headquarters at Denver, Colo. Our membership is composed largely co 
of range cattle growers in the States west of the Missouri River and th 
of pasture cattle operators in the Southern States of Georgia, Florida, ~ ‘h 
Alabama, Louisiana, and Mississippi. We have also quite a number © Of 
of members who are cattle feeders in the irrigated valleys of the west 
and a scattered membership through the Corn Belt and the Eastern at 
States. H 
I am sure you realize that the production of beef is a two-way 
affair. It is the function of the bulk of our membership to produce to 
young beef animals, many of which then go to the feed lots in the It 
irrigated valleys, throughout the Corn Belt and, in fact, the balance en 
of the country where, in a great variety of feeding operations, two or ~ 
three hundred pounds on the average per animal is added to the 
weight, and the quality of the meat thereby greatly improved. eV 
vi 
PRODUCTION, THE KEY st 
The industry approach to this whole problem has been that in- : 


creased production is the key to supplying an adequate amount of 
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meat to the consumers at prices in line with their ability to pay. 
There has been complaint that beef prices have advanced out of pro- 
portion to other prices. The record shows that for many years past, 
except during the period of control under OPA when prices were 
arbitarily set, the consumer has spent from 5 to 6 percent of his dis- 
posable income for meat. In 1949 this percentage varied by quarters 
from 5.3 percent to 5.6 percent. In 1950 it varied by quarters from 
5.3 percent to 5.9 percent. For the first quarter of this year it stood 
at 5.7 percent and the estimate for the current or second quarter of 
1951 is 5.9 percent. It should be remembered also that these percent- 
ages cover a greater volume of meat because per capita consumption 
last year was 145 pounds and this year it is estimated to be 148 
pounds. This is considerably above normal per capita consumption 
prior to World War II. 

Last year cattle numbers increased by approximately 4 million 
head and the number on hand Januray 1, 1951, all cattle, was ap- 
proximately 84,200,000. Hog numbers advanced last year by 5 
million head and sheep numbers by 1 million head. The industry 
was really going to town in meat production. In cattle it was freely 
predicted that next January 1 we would have an all-time record high 
number, exceeding the former peak of 85,500,000 head on January 1, 
1945, and that we would go to 90 million head or more before the cur- 
rent upward trend was Testa tinned: We are now fearful that the 

orders issued by Administrator DiSalle will upset this trend toward 
sharply increased production. Unquestionably, already there has 
been substantial loss in tonnage as many cattle have come to market 
+ 2 or 3 months ahead of scheduled time, and we expect considerable 
> liquidation even extending into the breeding herds between now and 
+ August 1 when the second roll-back goes into effect. 











































































COST OF PRODUCTION 







As to the cost of production, there are different types of ranch and 
pasture operations and different types of feeding in almost every State 
of the Union. It simply is not possible to give you a figure that can 
be assumed as representing the average cost of production in this 
country. There is no such figure. Mr. DiSalle, in his statement to 
the House Banking and Currency Committee on May 11, confirmed 
this finding in the following language. He was asked by the chairman 
of that committee the following question: 







Have you any statistics on what it costs the cattle producer to produce beef 
at the source? 





His answer follows: 





I think you can get any figure that vou want. Because that will vary according 
to the section of the country. It will vary according to the climatic conditions. 
It will vary according to the efficiency of the feeder. All of those various elements 
enter into it and we have had varying figures from 28 cents to 45 cents to 48 
cents, depending on who is making the claim at the moment. 

Individual producers may give their own costs of production but 
even the cost of production to these individuals of like operations will 
vary according to climatic conditions, disease, death loss in his live- 
stock and how efficient each one is in his ranch and pasture manage- 
ment. There are likewise many types of operation, and costs would 
vary between them even more. In other words, costs of production 
may change almost from day to day. Feeders can give more accurate 
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costs based on current prices of replacement cattle, current feed costs, ~ 
etc., but even their efficiency of operation varies in the same locality ~ 
and with the same type of operation. 4 

I think it is self-evident that in this emergency we need both the 
high and the low cost operator, not only with regard to range or pasture 
operation, but also with regard to feed-lot operations. Any move that ~ 
forces part of them out of business will seriously reduce the meat sup- 
ply at this critical time. 














EFFECT OF THE 





ROLL-BACK ORDERS ON PRODUCTION 





There has been an immediate psychological effect on producers and 
feeders generally, the result of which will be to discourage production 
and feeding. The immediate effect is more pronounced on the feeder 
but it will later be reflected by him to the producer. The feeder has 
been put in a squeeze and those with cattle bought within the last 6 
months face serious losses. This is also true with regard to range and 
pasture operators who have gone into business in the last few years 
with high-priced land and relatively high-cost base herds. 

A further deterrent to maintaining “production and one which we 
fear will actually result in further decreases is the fact that no assurance 
has been given by Administrator DiSalle that there will not be further 
roll-backs. If they can do it once, they can do it twice. Evenif such 7 
assurances were given it would have little effect in restoring confidence 
to the country because repeatedly during recent months, as rumors of 

Hi roll-back emanated from Washington, both Mr. Eric Johnston of 
ESA and Mr. DiSalle of OPS have denied in letters written to leading 
Congressmen and Senators that any roll-backs were contemplated 
bey ond the level of the prices s in effect when the freeze order was estab- 
lished late in January. The suspense thus hanging over the entire 
industry will necessarily affect the operations of even those who have 
been long established and whose plant for operations and operating 
costs are on a much lower basis than those who have gone into the 
business recently. 








EFFECT ON CONSUMERS 










This reduction in production will operate to prevent any real 
saving being possible to the consumer. While the immediate effect 4 
might be an increase in the supply of meat as cattle are being liqui- +4 
dated to escape the two 4}s-percent roll-backs on August 1 and October 
1, in effect the consumer is merely borrowing meat from what should 
have been the future supply. Following this path, we see no way 
that rationing can be avoided. It is almost certain to come within 7 
the next few months, and consumers will again be standing in line for =| 
a portion of the reduced supply, particularly in the heavy consuming 

centers of the East. 


















HISTORY HAS A WAY OF REPEATING ITSELF 









In the Times-Herald of Monday, May 14, there appears an edi- = | 
torial entitled ‘‘Another Meat Scarcity in the Making.” We quote — 
the following from that editorial: 






Before Mr. Truman finally surrendered his meat ceilings in mid-October 1946, 
most everybody emploved in the packinghouses was working part time, and many 
thousands had been laid off. The butcher shops had little to sell except a few 
sausages. The supply of insulin, a packinghouse by-product, was running short, 
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with grave danger to diabetics whose lives depended upon it. The big Govern- 
ment-inspected packing plants were idie for lack of animals to process, but foul 
little slaughterhouses were springing up in many sections of the country and were 
supplying a black market in which prices were far higher than the ceilings and far 
higher, also, than would have been charged if the normal marketing machinery 
has been allowed to operate. 

There was no shortage of meat animals in the country. Soon after the ceilings 
were lifted, the industry was operating at record levels. Here are some typical 
monthly figures, showing the number of cattle slaughtered in Government- 
inspected plants in 1946 and 1947: 


1946 1947 






eh bias iiss Sadat bud lic rcdsumce arcieel woah bens ccs gasclased 1, 012, 000 1, 403, 000 
NS REE ES FERS fe Ee EOS Se EE POPs OME CeO 904, 000 1, 229, 000 
June “Slag Ae oe S bl AE Bi ste 451, 000 1, 207, 000 
September Faidbeainddds itecasseeiseds Ey EE: Aaya ae 360, 000 1, 407, 000 






The ceilings were lifted, as noted before, in mid-October 1946. In return for 
a slight rise in the price of meat the country got the biggest supply it had ever 
known up to that time. 


RETAIL PRICES INCREASE 
Few people realize that the immediate effect of the recent orders 
issued by OPS is to lower cattle prices approximately 10 percent at 
the same time that many retail and wholesale meat prices are ad- 
vanced substantially. 1 recognize the fact that the general freeze 
order issued in January, which covered meat prices but not cattle 
prices, had the effect of putting the packer in a squeeze, as cattle 
prices continued to advance. It would seem that the result of the 
present orders would be to remove the packers from a squeeze and 
put the cattle feeder into one, which will later be reflected to producers. 

It appears that there was a great deal of irregularity in the prices 
established under the original freeze order and that the dollar-and- 
cents ceilings which went into effect on Monday of this week are 
leveling out these discrepancies. However, from all the publicity 
that has been given the matter in Washington papers and other 
papers that have come to my attention, it is evident that the increases 
in meat prices far outweigh the decreases. 

In an article which appeared in the Rocky Mountain News, of 
Denver, Colo., on Wednesday, May 9, written by a staff writer for 
that paper, after an interview with George Rock, regional OPS 
director, and with members of the local meat trade affected by the 
orders, it is stated: 

In other words, as one grocer pointed out, unless competition forces prices to 
stay below a 9 or 10 percent increase-——keeping in mind prices could rise almost 12 
percent under the ceilings—beef after October 1 could conceivably cost more than 
it does now. 

This may not be true in all parts of the country, although, as 
stated above, it appears that the increases far outweigh the decreases. 
From numerous statements in papers during the last few days com- 
menting on the effects of the roll-up in meat prices and the roll-back 
in cattle prices, it does not appear that the consumer is going to get 
any very substantial part of the $700 million which Mr. DiSalle has 
boasted is to be taken away from the cattle producers and cattle 
feeders. 

If there is anything that is crystal clear with regard to this whole 
proceeding, it is that the fixing of prices does not promote production; 
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instead, it has exactly the opposite effect. The livestock market is 
one that changes every day. There are constant fluctuations betwee) 
prices of the different grades of cattle and of the different grades of 
beef in the retail markets. Such an operation simply does not len 
itself to the fixed price set-up and, as demonstrated in OPA days, it 
cannot be made to work. 


DISCRIMINATION 





We maintain that it is rank discrimination to attempt to roll cattle 7 
prices back to pre-Korean War levels. We find that, at the very time — 
that the DiSalle orders were being issued, Eric Johnston, Administra- 7 
tor, Economic Stabilization Agency, was announcing that he had found — 
a way to pierce the ceiling which he himself had imposed upon labor, 
based on a maximum increase of 10 percent over wages paid in January 
1950. We think there is no justification for these roll-backs on cattle 
prices beyond the point where they stood when the original freeze 
order was established. Even this first roll-back, effective May 20, 
goes far beyond that point. 

The effect of this dual system of control on the one hand and con- 
tinued wage increases on the other is to lend aid and comfort to the 
arch-enemy both of the livestock and meat industry and the con- 
sumer—namely, the black marketeer. 

(Mr. Bamert submitted the following document:) 
















CatrLeE Propvuction Costs AND INVESTMENT 


REQUIREMENTS 
(By Mont H. 


[Estimated for the year 1951 from past ranching studies and from the trends in ranch operating costs and 
investments since the year 1939] 


WESTERN RANGE BEEF 





Saunderson) ! 


















| | | 
| : _ * | : 
Mountain | Semidesert Plains 


A ee semepranneagneseaniatienivaniptnidiand nt Se 


Operating costs per animal unit of beef cattle for the cattle ranch of | | ‘J 
commercial family size, or approximately 200-animal units: } 4 
Hired labor____- Ka Ee ne EN ARE aA, aE EO: $20. 00 | $12.00 | $15. 0 
Hired labor commiss: ary. Ae Pats , | 6.00 | 4.00 | 5.00 4 
Bull replacement Suen eataianke i, Udine 5.00 | 3.00 Ww) a 
Leases and grazing fees__ 3.00 | 2.00 | 2.5 } 
Purchased feeds Lone ‘jee 3. 50 3.00 2. it 
Re eS sal . SM Moves 2.50 | 2.00 2.7 
Auto and truck expense =. | 4.00 | 4.00 4. 01 
Miscellaneous supplies. S74 bie, FERRE PEAS een | 2.00 | 1.50 2. 0 
General expense - - ; ; A es 2. 50 2.00 | 2. § 
Equipment depreciation. ______- i ete 1.75 | a -00 1. 00) 













Total operating cost. -- - ‘ ; "3 : 50. 25 | 34 50, 41.2 
Investment requirements: | 
speipehoadavee 3 eee sie aP wae sian 250.00 | 150. 00 175. ( 


Real estate | 
Livestock RRC Tees eee ; re eek ee, 250. 00 225. 00 250. 
Equipment f She : | 30. 00 15.00 15. 0 


Supplies 7 20. 00 10.00 10. 














Total investment. ___- 550. 00 | - 400. 00 





Annual beef production per animal unit 





pounds 






Production cost summation: 


Operating cost, per animal unit , Add AAS $50. 25 $34. 50 | $41.2 
5-percent interest on investment - - ‘eee " | 0 20. 00 22 
Operator wage allowance__- Sacnaided ; i 2 50 12 2. 50 12 





Total production cost , : ye ee ~ 90. 25 67. “00 76.25 
Production cost per hundred- weight _- bie Jdecebetones 30. 08 | 33. 50 30. 5 ; 









1 Economist for many years with U.S. Forest Service, now on year’s leave of absence. 


Norte.—The above costs are figured at the ranch. They do not include marketing costs. 





I 
The 
the 
cou 


Mi 
en 
ag! 
at, 
col 


Lv 


fig 
ect 
on 


fin 
fig 
ca 
ot! 
mi 


an 


fig 
th 
CO 
fec 
to 


in 
ar 


lo: 





of 


ud 








BEEF CEILING PRICE REGULATIONS 81 





I believe that my figures on the cash operating costs are a good approximation. 
The other items of the estimates, the fair amount for the present-day investment, 
the interest rate for operator equity, the allowance for the operator wage, may, of 
course, be controversial. 

Mr. Bamert. Mr. Chairman, I might point out that on last 
Monday, a week ago, in the evening, I stated to you that I would 
endeavor to present to this committee cost figures. We thoroughly 
agree with Mr. DiSalle that there can be no average figure arrived 
at, and I have been in touch with several colleges throughout the 
country and also some individual operators, but up until this morning 
[ was unable to get too many figures for you. 

However, as you will notice, attached to my statement are some 
figures that were compiled by Mr. Mont H. Saunderson, who was an 
economist for many years with the United States Forest Service, now 
on leave of absence. 

Even after I had arrived at the committee room this morning, I 
find that many of our own people disagree very hearily with these 
figures, pointing out that no depreciation has been figured on these 
cattle, no marketing cost, and so forth; and, therefore, there are some 
other figures available here that will be submitted to you by other 
members who will appear here before this hearing is over. 

I am sure that in sizing up these figures you will find that it is almost 
an impossibility for us to arrive at an average figure, sir. 

The CHarrMan. Even though you cannot arrive at an average 
figure, why is it that some beef cattlemen could not furnish you with 
their books and records showing what they paid for the cows, what it 
cost to feed the cow up to the time she had the calf, what it cost to 
feed the calf and the cow, and on through until the calf actually goes 
to market in the form of beef? 

You have had a full week since Monday a week ago to get up the 
actual figures. 

Even at our meeting with Mr. DiSalle, members of this committee 
had actual figures which they considered reliable which did show 
clearly that the feeders could not operate profitably under this order. 
Mr. Hope and Mr. Hoeven and Mr. Poage, members of this commit- 
tee, had those figures. If they can get facts and figures, it does seem 
to me that the cattle industry could have brought some figures here 
and said, “This is Mr. John Doe’s record. He bought the cattle and 
paid 35 or 40 cents a pound for them in January. It will cost him so 
much to feed them, his depreciation will be so much, his interest so 
much, his transportation so much, his death losses amount to so much, 
and when he sells under this order he cannot make a profit.” 

That is the kind of information we want. 

Mr. Ausert. I have done a little checking into this on my own. I 
agree that it will be impossible for them to furnish us with reliable 
figures. It seems to me that the crux of this whole thing is twofold. 

One, that this order, particularly if it goes on and the last two orders 
are put into effect, it will have the effect. of transferring from the 
cattleman a net wealth to other segments of the society. 

On point 2, that the order already has caused the fe eders who have 
invested in these cattle during the past few months a loss, and they 
are caught and hurt. Regardless of what it costs to feed, they are 
losing money on this proposition. 

Mr. Horr. Mr. Pickett, who is to appear as a witness later in the 
day, has some figures which are based upon actual operations at the 
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farm or ranch level which he will submit as part of his statement, that 
are typical figures which will show how this order will affect the men 
in the cattle business. That is all we can show, I think. We can 
show typical instances. I do not think anybody will say these are 
average costs or that they represent the average loss that a feeder or 
producer will suffer, but they show typical cases which, I think, can 
be taken as representing what will happen to hundreds of thousands 
of cattle producers under this roll-back order. 

The CuatrMan. We have here the American National Cattlemen’s 
Association, and the very name itself indicates to me that it embraces 
areas in all parts of America. It seems to me that you, Mr. Bamert, 
and your associates should be able to give us some figures, as suggested 
by Mr. Hope, from the different areas. 

Even if you cannot reach a general figure, I want to know whether 
the beef producers in North Carolina, for instance, can operate under 
this order. 

Mr. Hope wants to know about Kansas. 

Mr. Hoeven wants to know about lowa. 

It seems to me that you could bring us this information which we 
honestly want. Suppose you were trying a case in court and came in 
with these generalities. You could not convince a jury that you 
were going to be put out of business if you did not have records to 
prove that fact. 

Mr. Bamerr. We will have witnesses here who will have the figures, 
_ actual operators of feed-lot operations who will have those figures for 
you, but [ am going to let them present them to you. They can doa 
much better job because they are regular operators. 

The CuarrMan. I can see from your statement that this record 
which you referred to was at a time when we had controls back in 1946 
and 1947. If we are heading into a situation such as we went into 
in 1946 and 1947, then Mr. DiSalle and everybody else had better 
stop, look, and listen, because these figures show that in September 
1946 we only slaughtered 360,000 head of cattle when we had controls, 
and when we did not have controls we slaughtered 1,400,000 head of 
cattle. Is that right? 

Mr. Bamert. Yes, sir. 

The CHatrMan. Do you think that these series of orders will take 
us into that same situation? 

Mr. Bamerrt. Absolutely. 

The CHarrmMan. And your associates in the cattle business agree 
that is what is going to happen to us? 

Mr. Bamerr. That is absolutely right. 

The CHartrMan. You think there is nothing about this order that 
is calculated to increase the production of beef? 

Mr. Bamert. No, sir; there is not; it will decrease. 

The CHarrmMan. On the other hand, it is definitely calculated to 
decrease the production of beef? 

Mr. Bamert. Yes, sir. 

The CHarrman. And it is further calculated to force producers to 
send cattle to market when they should not be sent there, because 
they are not ready for market? 

Mr. Bamert. Yes, sir. 

The CuarrmMan. And that would be an economical loss. to the 
Nation as well as to the producer? 
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Mr. Bamert. Yes, sir. 

The CuarrMaANn. You take the further position that this first order 
actually takes out of the pockets of the produc ers $700 million and 
hands it over to the processor and handler? 

Mr. Bamerr. I did not say that it all goes to the handler. It is 
assumed that part of it does. 

The CuairMan. Somebody other than the producer gets the $700 
million? 

Mr. Bamerrt. That is correct, sir. 

The CuarrMan. Do you know of any processors or handlers who 
can establish the fact that they are now operating on margins which 
will not permit them to stay in business? 

Mr. Bamerr. I do not know of anybody right now, sir. 

The Cuairman. We have heard rumors to the effect that the proc- 
essors are losing money, but it is all in the form of a rumor. I 
have not seen anybody who is willing to bring in the books, put them 
on the committee table, and prove to us that they are losing money. 

Mr. Bamerr. Before this new order came out | do not think there 
is any doubt but what the processors were losing money. In my home 
State of California I know of three independent slaughterers who 
were forced to close up their slaughtering plants for a time because 
they could not afford to take the loss. 

The CHarrMan. That is what Mr. DiSalle said. You are sub- 
stantiating Mr. DiSalle’s argument. Mr. DiSalle contended that 
the reason he rolled back these prices was to provide and reestablish 
the margins which existed as of January. You agree with Mr. DiSalle 
that actually the slaughterers and processors were being put out of 
business under the order. 

Mr. Bamert. Yes, sir; especially the small operators who did not 
have a large amount of capital behind them. 

The CHarrmMan. Then, do I understand that vou do not object to 
the first order? 

Mr. Bamert. I think it takes the packers out of the squeeze. Every 
time you put on one of these orders it takes somebody out of the 
squeeze and puts somebody else in the squeeze, and eventually it means 
a loss. 

The Cuatrman. If this order does nothing but reestablish a just and 
fair and reasonable relationship with regard to margins of profit, 
that is what Mr. DiSalle contends, then how could a producer complain 
if it is to reestablish a just and fair situation? 

Mr. Bamerr. We are not complaining about taking the packers 
out of the squeeze at all. 

The CHAIRMAN. You are not complaining about the issuance of the 
first order, which takes the packers out of the squeeze? 

Mr. Bamerr. That is right, but at the same time it also takes $700 
million away from somebody else. I do not think that all goes to 
the packer. I think it merely opens up the point I tried to make. 

The Cuarrman. Mr. Poage tried his best to get Mr. DiSalle to 
tell him who is going to get ‘the $700 million, and Mr. DiSalle could 
not tell him. 

Can you tell us who will get it? 

Mr. Bamert. That is almost anybody’s guess. I would say that 
a part of it will go to take the packer out of the squeeze. The other 
part was supposed to go in savings to the consumer in the cost of the 
meat. 
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The CuarrmMan. He does not contend that the consumer would 
profit, except remotely. 

Mr. Apernetuy. He presumes. 

The Cuarrman. He hoped they would get about 1 percent of the 
effect. That is, that the consumer would. I can see one objection 
to this first roll-back, even in the light of your admission, and that is 
that a man who went into the cattle business in January or February 
honestly believing that they would not have any roll-backs, has in- 
vested a fortune in cattle; now all of a sudden he is met with a roll- 
back which he has not expecting, the effect of which is to confiscate 
all of his profits and put him into bankruptcy. 

Do you know of any men who have gone into the cattle business 
since January? 

Mr. Bamerr. Not personally, but several men have gone into the 
business in the last few years that I know, and their investment in 
land has been much higher than the old established livestock operator. 
Their investment in the livestock has been very high, compared to the 
old-line operator who has been in business for several vears. Of 
course, those men are going to be the ones who will be cut off in this 
thing first. Their bank credit on these roll-backs begins to shrink, 
and they will be put out of business sooner than any of the old-line 
men. 

Mr. Horr. Mr. Cooley has asked if you know of any men who 
have gone into the cattle business since this time who are going to 
suffer a loss on that account. And you say you do not know of any- 
body actually who has gone into the business new, but you do know, 
do you not, that there are thousands and thousands of cattle feeders 
who have bought cattle at those prices and who will be vitally affected? 

Mr. Bamerr. Yes, sir. 

Mr. Horr. They will be affected by these roll-backs? 

Mr. Bamerr. Absolutely. I am talking strictly now of producers. 
We have a number of feeders who will talk strictly on the feeder 
problem, and we all agree in the production end and all through the 
industry that the feeder is in the squeeze, and many of them are going 
to lose lots of monev. 

The CHarrMan. Mr. Hope cleared up exactly what [ had in mind. 
I did not mean just the men who had gone in for the first time; but the 
man who bought cattle since January, honestly believing there would 
not be a roll-back, he will be hurt, you think? 

Mr. Bamerr. Yes, sir. 

The CHarrmMan. There is one thing I want to give you an opor- 
tunity to clear up. At this meeting on Monday night, some news- 
paperman made the statement that he had been told that the beef 
cattle producers did not operate profitably and could not operate 
profitably under these orders. My recollection is that you said that 
you could operate profitably. That took the wind out of the sails of 
those of us in opposition to the order. 

Mr. Bamert. I was speaking strictly personally, not for the whole 
group, when I made that remark. I think you will all agree that that 
was kind of a messy affair down there that night. Our answers were 
not as we intended them to be. 

The CHarrMan. You meant that you could operate, I assume, at a 
low-cost production. 

Mr. Bamert. That is right, sir. 
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The CHarrMAN. And you are not in the feeder business? 
Mr. Bamerr. Well, | am at times. My operations are a little 
diversified. For instance, I run on the average of about 300 breeding 
cows and I carry over about 100 head of steers, and about 75 head of 
heifers, and sell the calves from those breeding herds, but I have a 
carrying capacity, my range will carry about 600 head. 

The CHatrMAN. Do you own that land or do you lease it? 

Mr. Bamert. I own my land. 

The CuarrmMan. And you figure, after taking into consideration your 
capital investment, interest on the investment, investment in the 
cattle, with all other considerations given to costs, you can operate in 
your area under the order and at a profit? 

Mr. Bamert. I believe that I can, because my cost of going into 
business was much lower than my neighbor’s cost. 

The CuairMAN. In other words, your cost of production has not 
changed like the feeder’s costs have changed, because the feeder’s 
costs, | understand, have gone up very much higher than formerly. 
They have to pay more for hired men to look after the cattle, more for 
the feed they buy, and things like that; is that true? 

Mr. Bamert. That istrue. That is also true of your cattle producer. 
Our costs have gone up. 

The CHAIRMAN. In other words, there is a difference in the situation 
of a feeder and one who runs cattle on the range; is that right? 

Mr. Bamert. That is correct. 

The CuarrMan. In other words, the feeder is the man who hangs 
the beef on the cattle after it leaves the range? 

Mr. Bamert. Yes, sir. 

The CuarrMan. Do you think that the feeders can operate profit- 
ably under these orders? 

Mr. Bamerr. Well, I would rather that question be answered by 
some of these feeders, sir, because they can give you a much clearer 
answer. 

Mr. Apernetuy. That depends upon what price the feeders can 
buy the cattle at. 

Mr. Hiti. That is not evervthing; that is, the price of the cattle. 
There are many other things that go into it. 

Mr. ABernetuy. I understand that, the cost of feeding, and so 
forth. 

Mr. Horr. Mr. Bamert. the questions that have been asked by 
the chairman which have been answered by you point out something 
that I think is overlooked by the general public, and apparently also 
overlooked by Mr. DiSalle and others who are preparing these orders. 
That is, that if the cattle-producing industry was integrated so that 
every producer raised his own calves and carried them right up to the 
time they went to the packers, that the picture in the cattle-raising 
industry would be far different than it is at the present time. That is 
correct, 1s it not? 

Mr. Bamert. That is right. 

Mr. Horr. And if that were the case this kind of an order would 
have a considerably different effect upon the producers than it does 
have under our present method of producing cattle? 

Mr. Bamert. That is right. 

Mr. Horr. In the case of your own operations, at what stage do 
you usually sell vour cattle, and to whom do you dispose of them? 
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Mr. Bamerr. Well, in my ordinary course of operation, I usually © \ 
sell my steers along about this time of vear, depending upon the cli- 7 N 
matic conditions. When I think I have just as much weight on those “@ bac 
steers as I can get on them, I sell them. For instance, this year my 7 val 
steers went to a man who is both a feeder and a slaughterer. He will 7 d 
take those cattle and put them in the feed lot, probably for 60 days, “J we. 
because they have a pretty good finish-off when they come off from will 
grass, based on the climatic conditions this year. By putting them afte 
into a feed lot from 30 to 60 days, he can go out to the slaughtering the 
plant with them and on through his wholesale channels and come out will 
all right, probably, providing he did not have this roll-back. \ 

Mr. Hope. That represents the general type of your operations. bou 
You do not sell cattle to go to the slaughter house. You sell them @ dur 
that go to someone who prepares them for slaughter by feeding them —@ not 
for some certain period? q ) 

Mr. Bamerr. They do not always go direct to a feed lot and then 7 N 
to the slaughterer. That has been the practice the last year or two. “J pre 
Up until that time most of my cattle went direct to slaughter. the 

Mr. Hope. That is grass-fed cattle? pic 

Mr. Bamert. Yes; that is right, sir. you 

Mr. Hope. You did not feed them on your ranch and sell them as the 
fat cattle? ] 

Mr. Bamertr. We did not feed them supplemental feeds, such as 
corn, and so forth. They came off the grass. in | 

Mr. Horr. How would they grade under this order that has recently as: 

\ been put out by the OPS? % for 
. Mr. Bamerr. I would say that those cattle would probably grade 
“good” more than likely. ; 

Mr. Horr. They would grade Good? me the 

Mr. Bamerr. Yes. - it 

Mr. Horr. That is a higher grade than most grass-fed cattle would wo 
bring; is that not true? 2 

Mr. Bamerr. Yes, it it. In that particular area, those cattle do | | 
get pretty good. It is pretty good range area, pretty strong feed. in 

Mr. Horr. What is their weight? no’ 

Mr. Bamerr. Those cattle would weight around 1,100 to 1,200. me 
They are 2-year-old cattle. | 

Mr. Horr. So that is an entirely different type of operation than 7 | 
that of the man who buys cattle from a producer like yourself, pavs 4 cat 
the going market price and holds them in the feed lot for a certain 
period and then sells them to the slaughterer? 

Mr. Bamerr. Yes, sir; that is a separate and distinct operation, of to 
another segment of the industry. 

Mr. Horr. And one is in a sense entirely independent of the other, 
so far as the effect of the OPS order is concerned? me 

Mr. Bamerrt. Yes, sir. or 

Mr. Horr. And in the case of the present order, the full impact is en 
felt only by the feeder, or, not necessarily the feeder, but a man who c0) 
has bought cattle with the idea of carrying them for a certain period of pe 
time, either on grass or on feed, until he determines the best time to th 
sell them at a profit under normal conditions? me 


Mr. Bamert. Yes, sir. 
Mr. Horr. He is the man whose capital investment has been re- 
duced by the effect of this order? 
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Mr. Bamert. Yes, sir. 

Mr. Hope. In other words, the effect of this order has been to roll 
back on him what is approximately 18 or 19 percent decrease in the 
value of his inventory? 

Mr. Bamerr. Yes, sir. And I think about the most serious thing 
we are facing now is that I do not think anyone in the feeding business 
will be foolish enough to put any cattle back into his feed lots until 
after the October 1 roll-back, because as they come out of those lots 
they will stand empty until after the roll-back, and then the feeder 
will take another look before he goes back in the business then. 

Mr. Horr. Under the present order, the longer a man who has 
bought high-priced cattle holds them between now and next fall, 
during that period, the less they will be worth when they sell; is that 
not correct? 

Mr. Bamert. Yes, sir. 

Mr. Hiux. | would like to ask this question, Mr. Bamert: Under the 
present program that has been built up in the United States in handling 
the cattle business, since the open ranges have disappeared, is this the 
picture: that these calves or long yearlings, or even 2-year-olds that 
you sell, are really grown on ranches and in territory far removed from 
the feed lots; is that a true statement? 

Mr. Bamerrt. Yes, sir. 

Mr. Hitz. Then, if I get the picture correctly, there has grown up 
in the United States a region of areas where these cattle that are gown 
as young stock are shipped, and then in these areas these cattle are fed 
for market. Is that a true statement? 

Mr. Bamerrt. Yes, sir. 

Mr. Hiii. What I am trying to get at is, if anybody tried to control 
the cattle price without understanding how the organization operated, 
it would be just like finding fault with your automobile because it 
would not run, because it had no spark plugs? 

Mr. Bamert. Yes, sir. 

Mr. Hitt. When you come along and, shall I say, upset this area 
in the middle—I come from one of those areas, some of these boys do 
not believe it, they believe that Colorado is nothing but tourists and 
mountains— 

Mr. Bamert. I think you can prove that point differently. 

Mr. Hitt. Do you know that we feed hundreds and hundreds of 
cattle of all sizes every winter? 

Mr. Bamerr. Yes. 

Mr. Hitt. We are one of those areas where we ship the cattle in 
to feed. 

Mr. Bamert. Yes. 

Mr. Hii. We ship sheep in. Let us go one step further. If the 
men who are feeding these cattle and sheep find out that a regulation 
or an edict from the Federal Government puts them in the hole at the 
end of the season—most of our lots are empty now, but we are making 
contracts for next fall—I cannot help but think what is going to hap- 
pen—you will put in feed corrals and feed your own stock, or sell 
them just as rought cattle, and then we lose pound after pound of 
meat. That is what happens. 

Mr. Bamert. That is exactly right. 

Mr. Hity. You will not do it. You cannot feed your cattle out? 

Mr. Bamert. No, sir. 
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Mr. Hit. I mean the whole area. The result is they go to marke: 
and we butcher, which is contrary to what we have been talking abou! 
in all of our agricultural colleges—we butcher this livestockthat shoul: 
be fed out. What will happen? Corn, hay, barley, labor, and all of 
the industries in those feeding a agreas suffer. 

Have I made that plain? 

Mr. Bamenrt. Yes, sir. 

Mr. Hitt. What I want to know is this: Are the cattle growers 
conscious of the fact, do you realize that—you say you are going to 
make money—you are not going to make any money. You will be 
the worst hit of all in 2 years to 3 years becuase the feeders simply 
do not have to operate. We do not have to do a job that will make 
the banks tell us, ““You are going’ to have to sell your farm if you feed 
cattle, because I am going to take a mortgage on it for the cattle.” 

That is exactly what happened in about 1922. I went through that 
type of financial crisis twice since I have been operating my business. 
The very thing happened that they are starting now, to break the 
cattle feeder. When you break the cattle feeder, there are two things 
that happen. The folks that eat meat, get none. And the fellows 
operating the livestock ranches go broke, along with the feeder, except 
that it is a couple of years later. 

Mr. Bamerr. I might add, Mr. Hill, that Mr. Montford will be 
here to testify Thursday, from your area. 

Mr. Hitt. I might say that Mr. Montford feeds from 15,000 to 
21,000 head, or more, of cattle a year. He is a straight feeder and 
not a producer of cattle. 

Mr. Bamerr. Yes, sir. 

Mr. ANpDRESEN. I want te clear up one thing in my mind. You 
said that you could operate without any material loss in your oper- 
ation? 

Mr. Bamert. That is right. 

Mr. AnpREsEN. But assuming that you had 100 head ready to sell 
3 weeks ago, and you say that they are good cattle. You could 
probably have received $34 a hundred for those cattle, but you did 
not sell them, and you decided you would hold them until after the 
roll-back, and then you get $29 a hundred. 

Have you lost any monev? 

Mr. Bamerr. In my particular operation this year, no, sir; but | 
could very well lose money, yes, sir, very well. 

Mr. ANpDRESEN. Then, if you do sell them back for $34 a hundred, 
and in October you will sell them for $29 a hundred, have you sus- 
tained any loss? 

Mr. Bamert. In my own operation, I will be perfectly frank with 
vou and tell you what I paid for those cattle. L contracted those 
cattle, some 290 head of big steers, way long ago, about a year ago 
this spring. After I had sold one bunch of cattle I contracted for 
another at 22 cents. 

Mr. ANnprRESEN. Did you take delivery on them? 

Mr. Bamert. Yes, sir, at 22 cents. I took delivery on them last 
fall. And those cattle were contracted to a combination feeder and 
packer for 35 cents, delivery this month. 

Mr. AnprRESEN. This loss that 1 have mentioned of $5 a hundred 
will just be a paper loss for you? 

Mr. Bamert. That is right. 
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Mr. ANDRESEN. But it is an actual loss if you could have received 
the $34? ; 

Mr. Bamert. I know many of our neighbors bought the same 
cattle that I bought and paid 29 and 30 cents for them, and even 
more, and those men are going to take a loss on them. 

Mr. ANDRESEN. | can see now how you were shrewd enough to 
contract at 22 cents instead of buying those cattle at, say, 28 or 34 
cents. 

Mr. Bamert. Well, I would not say shrewd. I was just lucky, sir. 

Mr. Chairman, Mr. Hill of Iowa is here, and I am going to be 
available to appear before your committee again at any time you 
would like. i would like to defer to him. 

The CHArtRMAN. | want to congratulate you on your frankness. I 
am sure you have given us honest information. When you say vou 
bought your cattle for 22 cents and contracted to sell for 35 cents, 
under the roll-back you can only sell for 28 cents; is that it? 

Mr. Bamerrt. Well, according—as I understand the order, all exist- 
ing contracts stand. Is that not correct, or am I wrong? 

The CHatrMAN. I donot know. You have not sold your cattle yet. 

Mr. Bamert. They have not been shipped yet. 

The CHarrMAN. Have you sold those cattle that you bought for 
22 cents? 

Mr. Bamert. They are contracted; yes, sir. 

The CHarrMAN. You have already contracted to sell them for 35 
cents? 

Mr. Bamerr. Yes. 

The CHAarRMAN. You did sell them? 

Mr. Bamert. Yes. 

The CHarRMAN. You have not delivered them yet? 

Mr. Bamerr. No, sir. 

The CHarrRMAN. But when you deliver them you will get what 
price, 35 cents? 

Mr. Bamert. That is my understanding, that all existing contracts 
stand. 

Mr. Hrux. He still has them for delivery. He sold them before. 

The CHarrRMAN. You have sold them? 

Mr. Bamert. I am not too sure about that. They may have been 
delivered this week. I do not know. 

The CHatrMan. Unless this order exempts existing contracts, 
which it did not do in the cotton freeze, then you are stuck, are you 
not? 

Mr. Bamert. Yes, I would face a financial loss there on paper—a 
paper loss; yes, sir. 

Mr. Horr. If your purchaser stands by his contract you will not 
lose, you will get your 35 cents. This order will not affect that. 

Mr. Bamert. I am always sure that I sell to a good buyer. 

The CHarrMan. Under the cotton order, it did not make any 
difference about the good faith of the contract. It says contracts 
notwithstanding. 

Now, suppose this order has the same effect that the cotton order 
had, then your contract is out the window, is it not? 

Mr. Bamert. Yes, sir; that is true. 
The CuarrmMan. Then you will get stuck? 
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Mr. Bamert. I will not suffer a financial loss, but J will suffer a 
paper loss there. I could have made this much, and I will take this 
much. 

Mr. Horr. This order says that the packer can only pay on an 
average a certain amount during his monthly sales operation, that is, 
his buying operation. It does not put any ceiling on the price you 
can sell at, and does not put any ceiling on what a buyer can pay 
for any individual animals. There is no reason why your contract 
would be voided by this order. 

The only thing is that if you have an irresponsible buyer you might 
be in bad shape. 

The Cuarrman. Contracts for future delivery under the cotton 
order were invalidated by the cotton order, irrespective of the responsi- 
bility of the contractor or the parties. It was a hardship. They 
wanted to deliver, and they could not deliver. The man wanted to 
receive, and could not receive. 

Mr. Bamert. I may be wrong. I am not sure. I will have to 
check further. 

Mr. Anpresen. I think you ought to find out. 

Mr. Bamert. It does not make any difference. I am going one 
way or the other, anyhow. 

The CHatrMaANn. Thank vou very much. 

Mr. Bamertr. Thank you. 

The CuatrmMan. We will next hear from Mr. E. Howard Hill, 
president of the lowa Farm Bureau Federation. 

Mr. Hope. It is with the understanding that we may want to call 
Mr. Bamert back. 

The CHarrMAN. Yes. 

Mr. Hill, we are very glad to hear from you. 


STATEMENT OF E. HOWARD HILL, PRESIDENT, IOWA FARM 
BUREAU FEDERATION 


Mr. Hiti. Mr. Chairman and gentlemen, my name is Howard Hill. 
I live on a farm near Minburn, Iowa; feed several hundred head of 
cattle annually; have a small purebred Angus herd; and raise a con- 
siderable number of hogs each year. I am also president of the Iowa 
Farm Bureau Federation, which has a membership of 127,000 farm 
families. I appreciate the opportunity of appearing before you today 
to discuss with you some of the implications of price controls. 

Iowa farmers are very much opposed to price controls because, in 
their opinion, price controls do nothing to control inflation. I know 
this is the consensus of opinion of the lowa farmers, because I have had 
the opportunity to visit personally with a great many in the last few 
weeks. Also, the thousands of individual Farm Bureau members who 
took part in our resolutions process last fall were united in this belief. 
We contend that price ceilings do not attack the basic causes of infla- 
tion, but only delay it from becoming apparent, at best. 

I would like to discuss the methods of inflation control which we 
consider sound and imperative in a little more detail later. Before I 
do, I want to discuss briefly the beef cattle ceilings and roll-backs. 

I would like to have it understood that the roll-back is not the 
main issue, and is not the influencing factor in the Iowa farmer’s 
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opinion of ceilings. Our position was exactly the same before the 
imposition of beef cattle ceilings and roll-backs. The attempt to 
control cattle prices is only an example of the impracticability and 
futility of the price ceiling route. 

We have had several requests from Congressmen and members of 
the press for figures showing how the beef cattle feeder will fare under 
the new plan. With this in mind, we collected some figures from 
farmers who have actual cost records. I believe they are fairly typi- 
cal and, if anything, on the conservative side. [am sure you gentle- 
men realize that there are many factors affecting the cattle-feeding 
business, such as original cost, health of the animals, cost of the feed, 
cost of labor, selling price, and even weather. All of these factors tend 
to make the business an unpredictable one. 

The Iowa cattle feeder is willing to rely on his own judgment, 
work with the law of supply and demand, and take the risks involved. 
They cannot, however, cope with the arbitrary decisions from Wash- 
ington. For example, I may fill my feed lot with 32-cent cattle, if my 
judgment tells me there is a possibility of getting 36 or 37 cents when 
they are marketed. I certainly cannot do this, do even keep them in 
my feed lot, if it has been decided that they can be worth only 32 
cents, finished. 

I have several sets of figures with me from different farmers, but I 
am going to give you my own first, because I am rauch more familiar 
with them. On March 1, 1951, I bought some 500-pound calves at 
$36 per hundredweight. According to the way I usually feed and 
plan these calves, they will be marketed around November 1, 1951. 
It will take about 51 bushels of corn at $1.60 a bushel; 200 pounds of 
protein at $80 per ton; and figuring hay at $25 per ton, it wil! take 
$15 of hay; plus $15 of brome grass alfalfa pasture to finish them out. 
The trucking to and from the farm, plus the interest and depreciation 
on feed bunks and fences will amount to another $15. And I have 
estimated another $15 for labor, veterinarian bills, and death loss. 
I think these are very conservative figures. 

By the time November 1 rolls around, this calf will weigh 1,000 
pounds, and his original cost plus feed and other expenses will mean 
that I have $329.60 in him, or an average value per hundredweight of 
$32.96. After July 29, 1951, the most that packers can pay for cattle 
of this grade will be $33.20. That leaves me to make 24 cents per 
100 pounds, or $2.40 per steer, if I get top price—and certainly I do 
not make a habit of taking the risk involved in feeding out a $329.60 
steer for $2.40 per steer. 

My second set of figures are from Dave Thomas, Council Bluffs, 
lowa, in Pottawattamie County. His load of cattle were bought and 
put into a commercial feed lot, so that we have an account of every 
item, including labor. 

He bought his cattle the second week in February. 

Re, Se Oe sacs ina So dese ce ve 106, 375 
gS SS ee BR n re SE Pl OR Lots TIEN AN BR See ._. $36, 696. 25 

The same cattle were sold following the announcement of the roll- 
back program. 

iL attend SPIGA S LL See bie aebabale wes pounds- - 121, 370 
SAA eee SURE R TOUSEN Cig hase UL RRs erbihae $37, 853. 90 
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In other words, he received $1,157.60 more than he gave. The 
following are his actual expenses: 


Corn, 3,462 bushels- _- ‘ Se ns peas at ce aaa Oe a OO 
Hay, 21% tons_ --_- gS SS 595. 75 
Protein __ aes 369. 72 
Vv eterinary eat be 5 Rey ees artis Sntoe Soe ceeert, bs 17. 00 
Salt and mineral____- : ne ta. aie EL ee oe 47. 40 
SOP es ok e ee 498. 60 
Trucking _- 5. 5 


i Ss Sees -tuvcuea'. F/46..68 
Less difference between buying and see ling price... - «4 < ‘ ee: Sate BD 
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I have several other sets of eee with similar implications which 
I will make a part of the record, if you desire. We have listed cost 
figures on 2-year-old steer, yearling steers, heifers, and calves. These 
include feeding experiences of typical feeders; namely, Glen Sealock, 
Emmett Ryan, Tom Ryan, and Dave Thomas, all of Pottawattamie 
County; and my own. We have checked through the cost figures 
these men have listed, and they compare closely with average figures 
listed in a table taken from the book How to Make Your Farm Pay, 
by Carl C. Malone, lowa State College extension economist. I will 
also file this table. In addition, we have figures based on the averages 
for Mr. Malone’s feeding table and average cost of feeders purchased 
in Kansas City for the week ending January 20, 1951, giving an indi- 
cation of the estimated loss in feeding heifers and 815-pound feeder 
steers. 

The farmers of Lowa have an inventory of several million dollars in 
beef. Cattle feeders are the only group, so far as I know, that have 
been asked to take less for their ‘‘stock of goods” than they paid. 

I should like to repeat that sentence: Cattle feeders are the only 
group, so far as I know, that have been asked to take less for their 
“stock of goods” than they paid. 

Mr. Horr. Before you leave those cost figures and go to another 
phase of the matter now, I would like to ask you a question. It has 
been said here a good many times and it is true, of course, that you 
cannot have an average cost of feeding and nobody can cite the figure 
and say, ‘That is the average cost of producing a pound of beef in 
the feed lot,” and yet the fact is, is it not, that every farmer in Iowa 
is feeding cattle today and is paying about the same price for corn 
that you pay, paying the same price for hay and protein supplements, 
and the estimates you have given for veterinary services and salt 
and labor and trucking and that sort of thing, are substantially the 
same prices that everyone who is feeding cattle would pay? 

Mr. Hix. I think they are very conservative, Mr. Hope. 

Mr. Horr. They sound conservative to me. So that as a matter 
of fact, these expense items that you have cited here in your own 
case and in the other case, and which I assume you will cite in the 
other instances which you expect to file with the committee, do repre- 
sent the actual costs that every feeder in lowa is confronted with 
in feeding cattle at the present time and every feeder who purchased 
cattle the same week that you did has about the same investment 
in that type and grade of cattle that you have, I assume. 


Mr. Hitt. Yess. 
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Mr. Horr. So that as a matter of fact, these figures are repre- 
sentative. They may not be average, but they are representative 
of the industry and they represent the profit or loss that anyone 
engaged in the feeding of cattle would suffer over a similar per iod of 
time as that which you have included in your discussion? 

Mr. Hitz. That is right, Mr. Hope. You will note in my own case 
it showed an infinitesimally small profit. Part of that was because 
of grass feeding. This other individual was a dry-lot proposition 
which made his show a very substantial loss. They probably were 
bought at a higher figure, relatively. 

The CuarrMan. The only difference in the difference in the initial 
cost of the feeder cattle? 

Mr. Hitt. Yes. And it might be also the type of feeding that 
was done and the grass gain. You see, mine is projected into Novem- 
ber. His was sold during the last week or so. 

The CuarrMan. All of them feed like Dave Thomas feeds, like 
you feed in that same operation. The only variation would be in 
the initial cost of the cattle, would it not—these other costs would 
be about the same, the veterinary costs about the same, protein about 
the same? 

Mr. AtBert. Some have pastures. 

Mr. Hitu. The point I was making is that that is a pretty dramatic 
loss because he fed during the cold wet period this spring on a dry lot. 
It was heavy corn feed. Mine is being fed on pasture. Mine is 
projected into November. And my cost to gain will be less. That 
is one reason for the difference. Mine is a very typical example of 
the people who are feeding on grass. However, I do not think there 
are too many cattle of this quality that were bought at 36 cents. 

One of you gentlemen said that a lot of them were bought at 30 to 
40 cents. 

Mr. Hops. Yet, Mr. Thomas’ operation is typical of thousands of 
operations in the State of Iowa, is it not? 

Mr. Hitz. Yes. 

Mr. Horven. I am glad the gentleman from Kansas brought out 
the fact that the figures on production as given by Mr. Hill not only 
represent his own operation and those of his neighbors, but are typical 
of the situation as it affects the Lowa feeder in general. And even 
further than that, Mr. Hill, would you not say that the figures that 
you have given us relating to the Iowa situation would be practically 
the same throughout the Corn Belt? 

Mr. Hitt. That is correct. 
| Mr. Horven. The point I want to bring out is that you, as presi- 

dent of the Iowa Farm Bureau, representing some 127,000 farm 
families, you are presenting to this committee not only figures per- 
taining to your individual situation and those of vour neighbors, but 
are giving figures reflecting the situation as it prevails largely through- 
out the Corn Belt, is that not a fact? 

Mr. Hii. I think so. And as we said, we tried to be conservative 
on these figures. If anything, Iowa corn usually runs a little cheaper 
in Iowa because it is the Corn Belt, cheaper than it would be in 
Nebraska or Kansas or some of the neighboring States. 

Mr. Anpresen. Considering the experience that you have had 
during this period and also I believe you said you put 500 pounds on 
those animals? 
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Mr. Hitu. Yes; 500 pounds. 

Mr. AnpreseEN. If price control is continued, just what is your 
thinking and what is your planning for the future; will you continue 
to buy feeder cattle and fatten them, having additional roll-backs 
staring you in the face; just what is your thinking? 

Mr. Huu. Very frankly, I will cut my cattle feeding considerably. 
If I have a sporting chance of getting a figure up here, I may not get 
it, but if I have a sporting chance of getting 37, I may only get 29 or 
30, I am still going to have those cattle in there, that is, if I think | 
have a chance to get that, but if I know in the beginning that I cay 
only get 29 or 30 I just will not put them in. That is the way cattle 
feeders operate. 

Mr. ANpDRESEN. In other words, you would rather take your chance: 
in the market? 

Mr. Hiuu. That is right. 

Mr. ANDRESEN. Rather than to have the Government issue an 
edict which will arbitrarily force you to take a roll-back and stand a 
loss? 

Mr. Hixu. That is correct. 

Mr. Lovre. I believe you stated that you estimate the labor cos: 
at approximately $15? 

Mr. Hix. That is right. 

Mr. Lovre. Does that include any compensation for the farmer, 
the members of his family, or does that include only the wages that 
you actually pay out? 

Mr. Hutt. I was thinking of wages on that, but as I said, we tried 
to make these figures conservative, something that we could prove, 
that we could back up if we had to. And I would say that probably 
we did not take into consideration the management thing where you 
go around and check up on the cattle and that sort of thing. I was 
thinking more of hired help which in my case | have to hire the help 
I cannot do it all myself, for the actual shoveling out of the corn and 
hauling the hay and that sort of thing. 

Mr. Lovre. The $15 only applies to the actual wages that vou 
have to pay out for hired help in relation to the particular critter? 

Mr. Hitz. Yes. 

Mr. Lovre. We are all opposed in the Middle West to Govern- 
ment-controlled economy. There is no question about that. But 
if there is to be a controlled economy, do you feel that it should be 3 
controlled economy right across the board? 

Mr. Hix. Well, I am not for a controlled economy. I do not 
think it is necessary. I think there are sound ways and if you will 
permit me to proceed with my comment, I am going to try to add up 
a case for it. 

Mr. Lovre. Very well. 

Mr. Hitt. The thing I want to emphasize is that everyone is 1! 
this inflationary spiral together. Inflation is gripping the United 
States. Money is rapidly losing its value. Price controls on bee!, 
or any other livestock, are not going to make more meat. On tli 
contrary, they will result in less meat for American consumers. At 
the present time there is no meat shortage, according to the pas! 
rates of consumption. As a matter of fact, indications were that 
before the roll-back announcement, the per capita consumption could 
be increased in 1951 by 3 pounds per person. 
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Livestock numbers are high. The number of cattle on farms in- 
creased 5 percent during 1950; beef cows were up 10 percent to a new 
high; and calves were up 11 per cent. Hog numbers were up 7 percent, 
and sheep numbers increased 4 percent during 1950. Feed supplies 
are large; but feed production must be further increased to care for 
the reported livestock expansion. 

Prices of meat are at the present levels not because of lack of pro- 
duction, but ‘because of record high incomes and free spending of 
consumers. Wages paid to industrial workers went up 17 percent in 
less than 9 months following the outbreak of the war in Korea. 

I mention these things to show that we were set for an increase in 
meat production, but the roll-back in‘ prices will discourage production 
and create lack of confidence in future prices. 

I want to set forth six points which will get at the basic causes of 
the present inflation and respectfully urge that this committee support 
this approach to the problem as a substitute for the present plan of 
attacking piecemeal the symptoms of inflation. 

Increased production: This is the most satisfactory method of 
all, as far as it can go. As far as livestock is concerned, the number 
on hand January 1, 1951, indicated that we were ready to increase pro- 
duction and make more food available for our increased population. 
Fewer regulations and restrictions and more emphasis on output both 
in agriculture and other industries would take up the slack. 

2. Strict economy in Government expenditures: Since apparently 
in the near future the Federal budget will again become unbalanced, 
it is imperative that all nonessential Federal expenditures be elimi- 
nated, other nondefense expenditures be pared to the limit, and prudent 
economy be practiced in military planning. Agriculture is willing 
to take its share of the necessary cuts. 

A tax program which will put us and keep us on a pay-as-we-go 
basis: Increased income and excise taxes are unpleasant but prefer- 
ential to the evils of inflation. Excess buying power must be drained 
off and we must balance the budget. 

4. Effective credit controls: Bank loans have increased materially 


in the last year. Higher interest rates may be necessary to discour- 


age increased borrowing. The Government has already increased 
the down payment required in credit buying. Even more drastic 
regulations may be necessary. 

The encouragement of private savings: A program of buying 
Government bonds on a savings account program by private indi- 
viduals would take a sizable amount of money out of circulation and 
would be deflationary. The general public, I am sorry to say, has 
lost some of its confidence in Government bonds—not that they are 
afraid they won’t be redeemed; but rather in their purchasing ability 
when cashed. The faith of the public should be reestablished. 

6. Sound monetary policy: Probably the most effective and easily 
accomplished inflationary control step would be that of the F ederal 
Reser ve Board immediately taking steps to prevent an increase in its 
Government bond holdings, and. possibly even selling them at a 
moderate rate to provide a . deflationary force. 

The above sound inflationary control methods are advocated by 
the American Farm Bureau Federation and every State farm bureau 
that is affiliated with the national organization. I would like to sa 
that the roll-back on beef prices, coupled with the slaughter Bos md 
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and retail meat ceilings, has thrown the entire livestock industry into 
confusion. Just Monday I talked with Mr Alf Baker, manager of 
Producers Livestock Marketing Association at Omaha, Nebr. It 
happens to be the largest comission firm on the Omaha market and 
handles more livestock than the next two leading firms. I asked what 
the situation was over there. He stated that the regulations have 
taken the trade out of the market—there is little competition left. 

Approximately half of the cattle on Monday’s market should have 

had another 100 pounds of finish but were sold because farmers lost 
confidence. They sold their cattle before they were finished, as he 
put it, for their grade. Consequently, these lost $4 to $5 per hun- 
dredweight. 
- In the hog alleys one packer buyer came in with an order for 500 
head, which was their quota, and then he stopped buying. The 46 
remaining hogs in that alley had to be sold at a lower price in order 
to be sold at all. And, naturally, the producer is the one to take the 
loss. 

In closing, I would like to reiterate that we are not merely opposed 
to livestock ceilings, but to all price and wage controls at this time. 
We, of course, favor retention of allocation of strategic materials; but 
we urge the Congress not to reenact title IV of the Defense Production 
Act which is the authorization for price and wage controls. 

This position has not been arrived at carelessly, or for any selfish 
reason. We consider controls an actual handicap to a solution of the 
problem. We feel that across-the-board controls will result in a loss 
of 10 to 15 percent of our potential productive capacity during the 
mobilization period, and do nothing to syphon off the excess purchas- 
ing power which is the real cause of higher prices. 

We respectfully urge the Congress to end the authority for price 
and wage ceilings, and simultaneously take positive action in the fields 
of increasing production, cutting expenditures, adequate taxation, 
credit restrictions, and monetary control. 

The CuarrMan. Thank you very much for your well-prepared state- 
ment. I want to agree with one part, at least, and that is that | 
believe that the increased cost of beef has resulted from exactly the 
cause you assign, that is, that the consumer demand, consumer pur- 
chasing power, and the consumption has forced the price up just as 
in the case of cotton. When there is a greatly increased demand on 
the domestic market and for export trade, cotton has gone up. Un- 
fortunately, cotton did not rise until it had gotten out of the hands 
of the farmer. If the consumers of America stopped buying high- 
priced beef and started eating pork, immediately the meat prices 
would level off, would they not? 

Mr. Hinz. That is right. They would go down. 

The CuarrMan. I come from a part of the country where we have 
been trying to encourage the production of beef cattle and we have 
greatly expanded our pastures, and the farmers have gone into the 
business, but I can see that this situation, by the figures you have 
given us, is definitely calculated to retard the expansion of the pro- 
duction of beef cattle in North Carolina. I am sure that situation 
obtains in other areas. 

Are there any questions of Mr. Hill? 

Mr. Horven. Have you concluded your statement, Mr. Hill? 

Mr. Hitt. Yes, I have. 
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Mr. Horven. I want to compliment you on the very comprehensive 
and informative statement you have presented. 

I know the members of the committee will pardon me when | say 
that it is with a great deal of pride that I listened to the statement 
made by Mr. Hill, whom I know personally. He has certainly given 
us a breakdown of production costs as they prevail at the grass roots. 

Mr. Hiixi. Thank you. 

Mr. McCarruy. I wondered if Mr. Hill would care to comment 

on the possibility of the use of a subsidy to help solve this apparently 
creat dilemma. We have people demanding lower prices and we have 
producers who say that, “We cannot produce at a lower price.”’ Do 
you think that a subsidy might help? 

Mr. Hitz. I certainly do not. I would be very much—I should 
say our Iowa farmers would be very much opposed to the use of sub- 
sidies in this thing. 

Mr. McCarruy. If you were guaranteed a certain price and were 
subsidized to achieve that price, you would have a secure and stable 
market, which is one of the things you said you thought the beef 
growers should have was assurance and certainty of a fair price, so 
from that point of view of motivation the subsidy should help out. 

Mr. Hitt. We would prefer not to have a subsidy. You see, a 
subsidy just makes that much more money. It lowers the price of 
the beef, so that the consumer has that much more to spend for some- 
thing else and it actually adds to the inflationary situation by putting 
more money into the purchasing power stream of money than you 
had before. 

Mr. McCarrny. Not necessarily more money. It may be that 
someone else has the money. It may be inflationary, as you say, in 
the food market to a certain extent. 

Mr. Hope. Is it not inflationary, also, because it increases the 
Federal debt? 

Mr. Hitu. That is right. Where do you get the money? 

Mr. McCarruy. We tax people. I am willing to support heavier 
taxes. 

Mr. Hiuu. I think personally if you have the heavier taxes and you 
take these other measures to control inflation that it will not be neces- 
sary to have either subsidies or price controls. 

The Cuarrman. You have just pointed out in your statement that 
the wage earners of America are now receiving record-breaking wages 
and as a result of the money in the consumers’ market he is eating 
more beef. And now this subsidy suggestion would mean that we 
would step in and take the taxpayers’ money to pay the consumers’ 
grocery bill. 

Mr. Hitx. That is right. 

Mr. Cuarrman. In addition to giving him higher wages. 

Mr. Hiuu. That is right. 

Mr. Betcner. What that really amounts to is a consumer subsidy 
and not a farm subsidy; is that not rignt? 

Mr. Hiuu. Certainly. 

Mr. MeCarruy. A subsidy of both, I think. 

Mr. Osrertac. Mr. Bamert commented in his paper that it does 
not appear that the consumer is going to get a very substantial part 
of the $700 million which Mr. DiSalle has boasted will be taken away 
from the cattle producers and the cattle feeders. Then again, Mr. 
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Bamert sort of contradicted that, but in any event, there is $700,000,- 
000, we will say, that is involved in this roll-back or in this freeze. 

Is it not true that actually the effect of this $700,000,000 spread 
will be a matter of saturation rather than anyone benefiting; in other 
words, the consumers will not measurably in the long run benefit by 
this roll-back or freeze, the cattlemen are, certainly, going to take a 
loss and, perhaps, all of the middlemen in between ultimately. 

Mr. Hii. I think that is true. 

Mr. Osrertac. In other words, a decreased production for one 
thing and underfed cattle and a few other things, 

Mr. Hitz. L would like to raise a question. Since when have we 
come to the place where we decide in Washington who and who should 
not make a profit? That is what this thing you are talking about is 
for. It is to guarantee processors and distributors. And I do not 
know who all. You are more familiar with it than I am, but to 
guarantee certain people a profit. And we are willing to take our 
loss in beef cattle if the market goes down, but we are not interested 
in having somebody in Washington guarantee us individually a profit 
on our particular operation. That is what this is for, as I under- 
stand it. 

Mr. Osrervaa. Is it not true then that in approaching this whole 
problem, after all, we must be realistic, and the authority for price 
controls has been established and they have exercised it—I do not 
think the cattlemen or the industry itself are going to get anywhere 
by just protesting, nor can you get anywhere by just arbitrarily 
arguing that it is uneconomic and unsocial, and so on—it seems to me 
that there are two things involved: And one is, are there excess 
profits involved in this business. And public opinion, the consumer, 
the mass of the people in the country, how are they ultimately affected 
by these controls? 

I think public opinion, the consumers, are the ones that warrant 
our concern to the point where they see that this order or rollback 
will be and you can prove a case, detrimental to the whole people of 
the country. Then I think you might have some justification for 
bringing about a rescinding of this order. 

The CHarrmMan. There is one question I would like to ask that was 
not asked of the previous witness. 

Mr. Hiixi. Could I answer his question, first? 

The CHatrmMan. Yes, pardon me. 

Mr. Hitu. The point is that one of the main points I tried to make 
was that this would mean less meat, ultimately less meat. Therefore, 
higher-priced meat, either black market or in some other way. | 
think that is the educational job we have to do in line with your 
thinking. 

The Cuarrman. Mr. Bamert indicated that he did not believe that 
feeders would put cattle in the feed lots now, but would wait until 
after the affect of the next two orders had been determined, so that 
they could go into business with some degree of certainty. What 
would be the effect of putting all of these orders into operation now 
rather than cutting the dog’s tail off, inch by inch? If the feeder 
business is going to be wrapped in uncertainty from now until the 
fall of the year it seems to me that it might be well for Mr. DiSalle 
to consider putting the orders into effect now and the feeder cattle 
would operate with some degree of certainty, rather than be in a 
position of uncertainty for the next few months. 
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Mr. Hiut. Of course, I think a preferable way to do would be to 
use sound methods to control inflation. 

The CuarrMan. I know you do, but I am talking about if we assume 
that these orders will go into effect. One is already in effect now. 
Why not put the other two in and get it over with and see what 
> happens? 

Mr. Hitui. They are in. They are not effective as of this date, 
but everybody knows that the damage has been done. Everybody 


j The CHArRMAN. You agree with Mr. Bamert that his people who 
> usually feed cattle are not going to put feed cattle in the lot now 
without knowing what will happen? 

Mr. Hii. I do agree with him. Mr. Baker said that their firm. 
alone had sold 8,000 head of stocker and feeder cattle this spring. 
. He said, ‘Just think of those fellows who bought the cattle, those 
+ 8,000 head, not anticipating this roll-back.”’ 

: The CHarrMan. Then they have no assurance that they might not 
> be faced with another roll-back in December or January. 

Mr. Hitu. That is right. 

Mr. Horr. Would it not be a great deal better for us to put some 
> provision in the extension of the Defense Production Act, either to 
forbid the roll-backs altogether or to provide that the next two 
roll-backs would not go into effect? That would restore confidence 
' so that some of these feeders would be able to go ahead. 

Mr. Hitt. Mr. Hope, I personally have a feeling that the best 
> way to do it would be to try to solve this inflation by other methods 
than the control route. 

Mr. Hops. I am not arguing with you about that, but assuming we 
cannot do that, then we had better do it the other way. You suggested 
six things, none of which this committee-has jurisdiction over. So 
we are not in a very good position to do anything about it as a com- 
mittee. I am not disagreeing with your plan at all. 1 think it isa 
sound plan, but I do not know whether Congress will accept it or not. 
I do not think anybody else does. 

Mr. Hix. I think some already sound steps ‘have been taken in 
cutting unnecessary expenditures by the Congress and by the Federal 
Reserve action lately. I think those things and an adequate tax 
program will begin to really have some effect very shortly. 

Mr. Horr. I think as far as Congress goes with your program, to the 
extent that it adopts it, it will have an ultimate effect in controlling 
inflation. I do not know how far Congress will go. 

The CuairMan. Are there any further questions? 

Mr. McCarruy. This committee has jurisdiction over the agricul- 
tural program. I wonder if the witness would like to make any 
suggestions as to how we might economize in that program. 

Mr. Hriu. Well, one place I would say, I guess they voted yesterday 
on the APC payments. I just got into town from the country. I 
think that is one place. I guess, however, that is not germane or 
whatever you might call it now. 

Mr. Horven. May IL inquire, Mr. Hill, if you would like to have your 
tables inserted in the record as part of your statement? 

’Mr. Hix. Yes; if you would like to have them. 

The CHarrMAN. Without objection they may be inserted in the 

record. 





SA Ba Et iat Nae i 





Re ere 


Pe ea 


100 BEEF CEILING PRICE REGULATIONS 


(The tables are as follows:) 
Howarp Hitit, Datuas County 
Dent: &. dons, caus & Cuvee ab a6... .... ~~ ee: Jee $180. 00 


10 pounds corn (120 days), 21 bushels at $1.60__._..._........._.-_-- 33. 60 
14 pounds corn (120 days), 30 bushels at $1.60____._...._._-----_---- 48. 00 


Protein-seo pounds at $80 per ton... ... . .....=...-..2..-40 sn... 8. 8. 00 
Hay aR phat = 15. 00 
Pasture (1 acre) : Jatt ae AZ 15. 00 
Marketing expense and interest J 4 : 15. 00 
Labor, veterinary bills, and death loss pee, nr feet a hs ty 15. 00 

OS eres nea nye Sn TSS ace al BE eR at Re balla 149. 60 

Total cost of steer Nov. 1 (weight 1 G00 omnis) 5 ct ab 329. 60 
Value per hundredweight_ _. bP aaa, ea es 32. 96 
Price packers can pay after July 29, 1951, for Choice cattle--..________ 33. 20 


Too much risk to make 24 cents per hundredweight. 


Dave Tuomas, Councit Buurrs, PoTTAWATTAMIE CoUuNTY 
, 


Mr. Thomas bought these cattle and put them in a commercial feed lot. So 
the following cost and receipts are accurate for this particular load of cattle: 


The second week in February 1951 he bought 126 steers weighing 


106,375 pounds at a cost of _ : _---- $36, 696. 25 
From Apr. 24 to May 2, 1951, he sold the same 126 head of steers 
weighing 121,370_ _- ; Eb tech tins CS Se eel ae _ 37, 853. 90 


He received $1,157.65 more than he gave for them; the following are 
his actual expenses: 


Trucking : PPP GER EGR ES 335. 56 
Corn, 3,462 bushels oe 5, 482. 50 
Hay, 21% tons___ we ee Ayo 595. 75 
Protein___- eae < Mt cad 369. 72 
Veterinary __- —_— ater Lads aie ead ees 17. 00 
Salt and mineral___- oe WEE LR, EC 47. 40 
Labor. é r 498. 60 

i. : ey ye ee Le ht 7. 346. 68 


Less cost for gross receipts___- - RR Bx Mal Scat 1, 157. 65 


Ree WO. oc. ok Pa ieee: ede kel 6, 189. 03 
Average loss per steer__- - al an Sea ins ates 49. 11 


The experience of this feeder is the same as many others. 


Tom Ryan, PorrawaTTAMIE CouNtTyY 


April 1, 1951, bought 183 steers, average weight 675 pounds; average cost, $34 
per hundredweight, $229.50 per steer. 


Estimate of his feed requirements (6 months): 


Corn, 50 bushels at $1.60_- Fe pan Ep ss ie bog i emda abe. $80. 00 
Protein, 270 pounds at $80 per ie alte ds tau ne Riau 10. 40 
Rene. = oe le ee i Bee bs a ae 15. 00 
ERIE TR Oe, Oe Ee On eee Lap:  Py Ss eS 5 105. 40 
I RT ie aS i ee a i ete bac Sete 229. 50 
2 Rg SR bes Scie na, bo eae git My a a ee Nee eg 334. 90 
Miscellaneous expense (marketing, labor, interest, truc king, salt, and 
eS RE E Se  ES ee Te. AE 2 ee Be) pe SECA . 30. 00 
a lec tls Sha Sarasa be. td lo op abst ke oon oe he ee ae ae _364. 90 
AURA ORE ROR oe LS eda pet chess eee. ewes een te eh ~ 360 
Original weight________- CORRE 2 ee, ea BE ee a SI a 675 
NE ee ee eee vet aes ee oe ae 1, 035 
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A 1,035-pound steer must sell for $35.25 to break even. 

Chicago sale price for choice cattle May 20 to July 29, 1951 is $34.20. 

After July 29 the price will be about $1 lower. 

In this case the steers would have to bring $35.25 to break even. After July 
29, 1951, the price cannot be over $33.20 or a loss of $2.05 par 100 pounds, or 
$20. 87 asteer. $20.87 each on 183 steers is $3,819. 


Emmer Ryan, PorrawarraMiE County 


January 1, 1951, bought 260 steers weighing 820 pounds; average cost, $31.25, 
$256.25 each. 
Very poor gains due to bad winter and wet spring, 4 months feed (120 days). 





Ae a eS 5 ae ae et A SONA OE CAA $256. 25 
Corn, 40 bushels, at $1, 60 eet ee ey aL italic’ a ce ’esaaa Cx ete 64. 00 
Protein, 180 pounds, at $80 per Se a lhl tt A 3 ESN AD pe, See 7. 20 
Hay, 240 pounds, at $25 per ton . ; a hae ae 3. 00 
ee ne oe eth na oe meee os Ese 30. 00 

St a aes Fp ea oy ep ty, Neel net a ee mean COO BO 


Gain, 180 pounds; sale price, $33 per hundredweight. 

In this case the cattle would have to bring $36.04 to break even. 

He said the selling price today would be around $33 per hundredweight. That 
is a loss of $3 per hundredweight or $30 a steer—$30 each on 260 steers is $7,800. 





GLENN SEALocK, PoTrawaTTAMIE COUNTY 
These are an actual set of figures on 30 head of steers that were bought on 
February 2, 1951, and sold on May 5, 1951, by Glenn Sealock of Pottawattamie 
County: 


Sale weight and receipt on 30 head of steers, 29,940 pounds, at $32.11__ $9, 613. 60 
Cost on 30 head of steers, 26,430 pounds, at $34.34_______.-_------ 9, 078. 60 


aera ONE. | oa ce oie Oo 8 ol ad os nesean 535. 00 


Feed costs were as follows: 


cnreeee ee etsO hie Ot SO i eo, ud wuicdeececannece 1, 386. 00 
Protein ___-_-_ Oe a esl ti ete Ne BS gm Re ees ke 99. 00 
RIN Re 8s eee oe et Soy Gos bows We 1, 485. 00 


We take away the $535 that was the income above cost, and we have a $960 
loss or $32 a steer. 

In this set of figures, you will note that there is no charge for labor, trans- 
portation, interest, veterinarian bills, risk, salt, and depreciation on feed bunks, 
ete. It is a good example on a string of cattle that were fed 75 days with an 
average gain of 117 pounds. 

HEIFERS 

On Monday, November 27, 1950, good-choice 500-pound feeder heifers cost 
$28 per hundredweight at Chicago. 

The following is the average feed requirements to put 390 pounds of gain on 
heifers: 


Corn, 44 bushels at $1.60____ erg pe cptccar Tiapcneags oe sn ce ape ave ide Ae ne 
Protein, 200 pounds at $80 per ps aaa PE ee haa Gwe tee ceed) Seen 
Hay, 1 200 Nouns Ut mee Deriteme. 2.0. Sou ier ee inwear, kone 
16 pasture days at 10 cents per day__.---------- aire wee ns 1. 60 
Feed cost_-_-- me tina Amar Mth Flee 95. 00 
Marketing expense (1 abor, ‘interest, transportation, ete. ¥: x! eek Ie 30. 00 
ON ARES 6 oe Spa gh ts ay ee ey ee sicates a 00 
Cost of heifer_ _ heii ag alti Oy ey Sete Ved wt 2 ain a 40. 00 
Total... cay: Ria AEE oe eee ee eee ai he Saas 265. 00 


At the end of the feeding period these heifers would weigh 890 pounds and 
would have to bring $28.76 per hundredweight to break even. Approximately 
$29.20 is what they would be worth after July 29, 1951. 44 cents per hundred- 
weight is not margin enough to encourage feeding. 
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Anyone Wuo Pourcnasep CaTTLe THE WEEK oF JAN. 20, 1951 


Average cost of feeders in Kansas City for week ending January 20, 1951, $31.87 
per hundredweight. 
Average weight, 815 pounds. 








Sen cE airtel > asda meena iin ameuuteeie sec he $259. 84 

120 day feed: “i 
i7orit, a) ann Mb ee 2 oe oo ee aod ei 66. 00 
Protein, 200 pounds, at.$80 per ton. _.............-..- 2. 8. 00 
Hay, 1,000 pounds, at $25 per ton_____-..-.--.-..------2-22 2. 12. 50 
|e ac ati i I ea aR I PE Ae Pe MET a 86. 50 
Sar MA I x's 0s me vi so = ne Seem nian at ake d's ee Snarenare ve 346. 34 
Labor, interest, marketing expense, on 1,000-pound steer_____________ 30. 00 
RSP SSR STE REE SRS 5, a a Le eee wen ae 376. 34 


185 pounds would be a good gain this hard winter and wet spring. 
Sale price at Chicago, $34.20. 

Loss per hundredweight, $3.43. 

In this case I took the cost of feeder steers in Kansas City. The feed require- 
ments are very conservative and the item including labor and interest are con- 
servatively set at $30. On these steers a man would have to have $37.63 to 
break even. The ceiling price on choice cattle between May 20 and July 9 is 
$34.20. 


? dry lot feeding programs 


[From the book How To Make Your Farm Pay, by Carl C. Malone] 








Weight | Feed per head 








Kind of Feeder | | | | 
| Of — ; | > s > | Months 
| eater ry Corn | Protein} Hay | Pasture on fare, 
| feeding | } | at 
| | | | | 
| | re 
Mostly dry lot, 2-year-olds: Pounds | Pounds | Bushels | Pownds | Pounds | Days | 
Good-Choice 880 320 49 | 170} 1,100 | 28 | 6 
Common- Medium. ‘ 860 260 | 33 | 140 | 1,100 | 20 | 5 
Yearlings: | | | j 
Good-Choice short-fed & 670 | 370 | 50 | 200 | 1,200 | 30 | 7 
Good-Choice, long-fed__- 600 490 64 | 240 | 1,400 | 42 | 10 
Common-Medium. -_--.-- 660 300 37 150 | = 1,300 | 40 | 616 
Calves: 
ood-C hoice steers _- : 440 | 560 63 | 260 | 1,400 | 36 | 11 
Good-Choice heifers. _- ‘ | 420 | 390 44 | 200} = 1,200 | 16 | 9 


i ! | i \ 











The above table is being included because it merely substantiates the feed 
requirements for gains on different weights and classes of feeder cattle. There 
is some difference in each case, but the feed pattern followed is relatively close 
to what is indicated on the table. 

Mr. Hoeven. May I at this point ask unanimous consent to insert 
in the record a very comprehensive analysis made by a committee of 
the Nebraska Feeders Association, of which William S. Brown, a 
member of the firm of Wagner, Garrison & Abbott, commission 
merchants, of Sioux City, Iowa, is the chairman. The basic data was 
obtained directly from 20 farm feeders in the Sioux City area showing 
the cost of production. 

The Cuarrman. It may be inserted in the record, without objection. 

(The analysis is as follows: ) 
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EXPLANATIONS OF EXHIBITS 








































Exhibit No. 2A.—This exhibit is a recapitulation of basic data obtained directly 
from farmer feeders. Out of some 300 separate cost sheets submitted, 20 were 
selected for the basis of this exhibit. These were more or less selected at random, 
but an effort was always made to take the most conservative and reasonable set 
4 B of costs for this study. In most cases the operations studied consist of cattle 
4 now actually in the feed lot and are being headed for the late spring or summer 
market. The costs shown are a composite of these 20 feeders on costs as per 


0 , their own experience. This exhibit is set up on the basis of an analysis of cost 
0 4 components and is comparable to a cost-accounting sheet of a factory operation. 
0 In the sense it is a study of a beef factory and should be analyzed as such. It 
. 4 should be noted that the gain cost in this exhibit is $35.619 to break even and 
0 E. $36.643 per hundredweight in order to yield a profit of $23.26 per head. This 

4 $23.26 per head is about 5 percent of the break cost of the finished steer which 
4 a costs $424.96 to build. If the formula of cost plus 10 percent were followed, the 
() 4 steer should show a per head profit of $42.49. To yield this, it would have to 

4 sell approximately $2 per hundredweight higher than the figure shown of $36.643. 
m fe The CPR 23 order reflects around a 20 percent roll-back on selling prices as of 


October 1, 1951. Yet no provision is made to roll back the gain cost 20 percent. 
Many experienced cattle feeders state that this gain cost will increase, not decrease. 
If such is the case, production will be sharply curtailed and in some instances 
4 stopped. 

j Exhibit No. 2.—This exhibit is a per-head breakdown of costs based on the 
factual information gathered from the farmer feeder. This is the same informa- 
tion on a per head basis as shown in exhibit No. 2A. The set-up of this exhibit 
is the same set-up as the form prepared by the feeder himself. This is a com- 
posite on the 1,742 head shown from the 20 different operations on a per-head 
basis. The provision for a profit of $23.26 per head is very low, and many 

3 operators would not be satisfied with this; nevertheless, in the lots tested this is 

= 3 the average figure these men stated as being desirable. 

Exhibit No. 38.—This exhibit shows the break-even cost calculation, also the 
total amount to be recovered. The basis for these calculations appears on 
3 exhibits Nos. 2 and 2A. The miscellaneous calculations in exhibit No. 3 show 
is the per-bushel yield of beef to be 7.3 pounds. This yield would not be possible 
m : except for the fact that some of the operations used in these exhibits (2 and 2A) 
are a grass-feeding operation which, of course, ‘“‘stretches’’ the corn. Such a yield 
from one bushel of corn would not be possible in a late fall or winter feeding 
6 : operation when no grass is available. It is interesting to note that the average 
5 j daily gain is 2.27 pound, which shows the operators made no effort to minimize 
s the gain for the feed fed. 

Exhibit No. 4.—This exhibit is a spread of factual information taken off actual 
reports turned in by 18 different feeders. The 18 lots tested in this exhibit No. 4 
are separate and apart from those shown in exhibits Nos. 2A and 2. The purpose 
of this exhibit is to show that costs are much higher in certain operations than 

4 others, particularly so when contrasted to those used in the first three exhibits. 

‘ee 3 Note that the cost of gain on these cattle is $43.60 per hundredweight. These 

d : cattle were fed strictly in the dry lot (no grass) and high-priced rations. 

re Exhibit No. 5.—This exhibit shows the per-head analysis of costs involved 

ge based on data in exhibit No. 4. This exhibit compares to exhibit No. 3 only on 

different lots of cattle tested. This calculation shows that the animal must sell 
for $38.30 to recover out-of-pocket expense and produce profit. By comparison 
rt this shows that gain costs to break even are $43.60 per hundredweight compared 
of q to $35.62 in exhibit No. 3. It has to be admitted that the cattle tested in exhibits 
— Nos. 2A, 2, and 3 show very low costs and are very conservative; also that the 
j experiences of many feeders show that out-of-pocket costs are much higher. 

nn Exhibit No. 6.—This exhibit is self-explanatory. The main difference between 

AS fa this exhibit and the preceeding five is that this reflects a completed operation. 

ng fa These costs are actual experience of a commercial operator in Nebraska. Note 

i that the gain cost is $39.70 per hundredweight on 2,162 head out of 6 different 

: lots. 

n. 4 Exhibit No. 7.—This exhibit is self-explanatory and also reflects a completed 

operation of a commercial feeder in Colorado. Note his per hundredweight gain 

cost of $40.99 to break even. 
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Exuinit No. 2A 








sala at! Total | 





Cost a Per hun 









head pounds dredweight 
— i ——|—-——-| —-—-—- z 
a ee ; oe 1, 742 | 4 405, 175 ‘$481, 813. 90 $34. 29 
Add direct acquisition costs: | | | ie 
Freight and trucking to lot | 3,687. 78 | . 262 f 
Buying commissions He A _| 1,604.15 114 4 
Vaccinating, dehorning, castrating ; ; | 1,108.65 . O78 vg 












Direct purchase costs vo GR . | 6, 400. 58 404 





Cost laid down in feed lot______-- ; 1,742 1, 405, 175 | | 28,206. 48 | ; 34. 744 





Analysis of cost components 


Cost of gain 
Cost per hundred 
| | weight 







Corn cost, 99,345 bushels, at $1.559 ate ---| $154, 844. 00 $21. 338 
Protein, 591,540 pounds, at $0.041397_ | 24, 484. 65 3. 37 : 
Hay costs wu 21, 550. 45 | 2. 96 
Salt and :ninerals , 356. 25 | 









Total feed costs 2, 235.35 | 



















Labor, 9,087.5 hours, at $0.9937 ‘ er peas 9, 030. 50 | 1, 244 
Death loss : | 5, 476. 03 | ) . 754 
Housing cost_ -_- ‘ f re at 2,017. 45 . 278 3 
Tractor cost 2, 032. 30 | . 281 : 

: Feed-mill cost d Baas | 1, 791. 90 | . 247 

‘ Wagon cost fru 332. 09 | 045 

5 Feed bunks- --- peibaiah 1, 040. 02 | 144 

. cL ee weeene . sig : 3, 495.71 | 





Total labor and overhead ___- : Ldiigelet 216. 00 3.475 4 








Freight 












: ao en ee ‘ siecle diased } 8, 230. 02 | 1.134 
Commission and yardage_________- 4 : hae, 3, 150. 98 | 434 
Marketing incidentals. _______- , ‘ , : Rf . 546. 84 | . 076 





Total marketing incidentals. __..............--...---- SS ew: 11, 927. 84 | 1, 644 
ST glean ca dinenaoneeen ES wae 12, 696. 30 | 










517. 00 


INI oh SS oo Gd os ewan chants ists ct5; calde ade chee 40, 























Calculation of selling price diesen 
Gross stocker cost__-— .--- : _.. $481, 813. 90 
Direct purchase costs I% $6, 400. 58 3 
Feed costs : J. 5 ah 2. 202) 235. 35 
Labor and overhead_-_-_-_-_--- sk 2 _. 25, 216. 00 
Marketing incidentals_-—__-_--_- See ee Ce 11, 927. 84 
ce oe Ee ee es eee 5 iy _. 12, 696. 30 


——————__ 258, 476. 07 














Dotel mocumminteg: cotta... 6 oni oh en gh ie Sauctide 740, 289. 97 

Proven tor pront end taxes. . 62. - 615 -ock os en ceneuesees Jick 40, 517. 00 
Total selling price required to recover costs and produce 

NG sie sce weed tb d owls his ah wiehb meth IETS anes Shi 780, 806. 97 

Total estimated selling weight_-.......--------------- pounds. - 2, 139, 840 

Selling price required PE I PA ec Re per cwt_- $36, 643 











Pounds 


Selling weights_ - : oi wi cn a en gee Ro ele ad of 2, 130, 840 
Purchase weights_-_--..-.----- Rees Meer eee ee ak Pt = RE 1, 405, 175 





PONIES ee les eo caine Rennes 725, 665 








Inter 


Nu 
Nu 
Len 


Pur 
Int 
Fre 
Buy 
Vac 


57 | 
339 
Ha 
Salt 
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Cost of gain summary—Continued 








| 
Per hun- 
Total costs Amount be 


| dredweight 


Direct purchase costs , ieee ; ; $6, 400. 58 $0. 882 
Feed costs ; 202, 235. 35 27. 869 
Labor and overhead — / aaies concanannenass | SOR | 3.475 
Marketing incidentals ; PES OT RES . , 927. 84 1. 644 
Interest ‘ = a SS y ear 12, 696. 30 1. 749 


Total Oe ee bb eC ick xthncsowledicmat me 35. 619 


Percent of 
total 





Per-head enniyes 8 


Number of Per hun- 


ae = 
head Pounds 


Purchases . : : 
Add beef grown during the period _- : : . 6 35. 619 


Selling weight 
Profit and taxes 


Total ‘ sli : , 223. 2 36. 643 





Exuipir No, 2 
Per-head analysis—costs involved 


Number of head tested 
Number of lots involved 
Length of feeding period.- 


Purchase weight, 806.6 pounds per head, at 
Interest 

Freight into feed lot 

Buying commission 

Vaccinating, castrating, ete 


dredweight | 


Amount 
$276. 58 


148. 38 


424. %6 
23. 26 


448. 22 


. 59 
. 29 
ke 
. 92 
. 63 


Cost of animal laid down in feed lot, at $35.64 per hundred- 
weight 


57 bushels of corn, at $1.56, fed during feeding period 
339 pounds of protein concentrates, at $82.94 per ton 
Hay and pasture 

Salt, minerals, etc_______-- 


peed cope per heag ss. 


Labor, 5.2 hours, at 99 cents an hour per head for period 
Death loss contingency__--__-_- 
Housing cost per head ; 

Use of tractor, cost per head 
Feed mill, cost per head 
Wagon, cost per head 

Feed bunks, cost per head _ ‘ 
Fuel, cost per head _ - oie be teen a 


Labor and overhead cost per head 


1 See exhibit No. 3, lines 1 and 4. 


$287. 55 


. 88 
. 06 
. 37 
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Per-head analysis—costs involved—Continued 


Freight, feed lots to market, at $0.385 per hundredweight on 1,223.2 








MEN Satie Ste eck manawa ew wesley eS EE wb an bam $4. 72 
Commission and yardage, per head_____.....__-......---------- 1. 82 
Market cost incidentals, insurance, etc., per head_...._._.------- a 

pamameiing ooete per Deda... se eno nen eke 6. 85 
nnn ns, Aa" SAD ee oes ee 2 424. 96 
rn RI en a eo ee ew ee 23. 26 
Amount per head to be recovered_____._._--.------------ 3 448. 22 
Amount to be recovered per hundredweight______..-.----------- 36. 65 
Profit to packers per hundredweight- ___...__..-..-.----------- » 25 
Killing costs per hundredweight—_— ........--.---.--.--.-.--.-- ~ at 
To be recovered per hundredweight___..._...--..-------- 37. 01 
Credit for product. (offal and byproducts)_._.___..-------------- 3. 85 
Cost of meat, live weight, per hundredweight_-__...._---- 33. 16 
Dressing figured at 59.9 percent, 732-pound carcass_______----.-- 55. 40 
Selling expense (packer’s), figured at $1 per hundredweight - -- --_- 1. 00 
Carcass beef, Chicago, must sell for_.............-......- 56. 40 
Actual beef prices, Mar. 30, 1951: 
| AE DS OSE St MES ae NR ALO OREED 6 TS 58. 00—60. 00 
NE Sac sicsiedilit Cis coc ia at aes ale os Ry ee a, Ee 55. 00-57. 00 


? See exhibit No. 3, line 3. 
3 See exhibit No. 3, line 6, 
Exuisit No. 3 


Break-even cost calculation 






































Weight : 
_ (pounds) | Price Amount 
NI NO ON a cing eee 806. 6 $34, 29 1 $276. 59 
Gain.____- pee wh le ae ES ERA OR ee RS, 416.5 35. 62 | 148. 37 
bent etenr Gerling)... <n anence-sneneneses- sandal 1, 223.1 | 34.75 | 2424. 96 
Total amount to be recovered (profit included) 
pai dew 2 , , mans Weight | : ; 
eig . 
| (pounds) | Price | Amount 
SANE A SS a Ee hae —-—-— ; —| un 
Seater wher GOOG) «des aden sde clk samcits ohaiabs | 806. 6 $34. 29 1 $276. 59 
ee eee | 416.5 41, 21 171. 6&8 
1 beef steer (selling) .....-.-.--- ase tie dente 1, 223. 1 36. 65 3 448, 22 
1 Stocker cost as shown in exhibit No. 2, p. 1. 
? Break-even cost of beef steer as shown in exhibit No. 2, p. 2. 
3 Amount to be recovered for beef steer as Shown in exhibit No. 2, p. 2 
Miscellaneous calculations 
ivae mead Seine wetrnts.. on cick meee pen pounds__ 2, 130, 840 
igen ene etooker weinnt..._.. 2... need do_._-! 1, 405, 175 
I ee me do__.. 725, 665 
99,345 bushels of corn yield_________--_____--_- pounds of beef_. 1725, 665 
Rn OND WN i nk ok cna nawennwecwaod BO ss.5 7.3 
Pn eer OO | Sn onc ceed pounds. - 416.5 
Average daily gain per head ---_.......-.---...-....--- do__.- 2. 27 


1 See exhibit No. 1. 
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Exuisit No. 5 


Per head analysis—costs involved: ! 
Purchase weight, 854.5 pounds per head, at $33.30 per hundred- 


ELIE OLE LRG LINDELL SENOS EET 2? $284. 56 q 
Out-of-pocket expense per head_ SPT eT ea 2s Ee 137. 58 4 

Break-even cost per head ? eS RLS Ee. paiecas 422. F { ; 
ie EE akin unin wisn ae thnee sean nwee nea onan an OB q 

Amount per head to be recovered... -_-............-.-..-...-. 5 448. 17 


Break-even cost calculation: 
1 stocker steer (naked cost), 854.5 pounds, at $33.30 per hundred- 
weight a \ tay eee, a6 
Gain, 315.5 pounds, at $43.60. per hundredweight Ae, 5 ae ... ° 187. 58 
1 beef steer (selling we ight), 1,170 pounds, at $36.07 per hundred- 
a OE OR ie Are oe aetna ee 7 422. 14 
Total amount to be recovered including break-even costs and profit: 
1 stocker steer (naked cost), 854.5 pounds, at $33.30 per hundred- 


weight _ __ we fon a oe Be 7 
Gain, 315.5 pounds, at $51.86 pe r hundredweight - wee Ares 25 TE 8 163. 6 ; 


1 beef steer (selling weight), 1,170 pounds, at $38.30 per hundred- 
OSE ta ECR etter a ies Mataeen hs ala! Sees ee Se 9 448, 17 


See exhibit No. 4, column 
See exhibit No. 4, column ‘ 
See exhibit No. 4, column 
See exhibit No. 4, column 
See exhibit No. 4, column 
See exhibit No. 4, column 
See exhibit No. 4, column 
See exhibit No. 4, column 
§ See exhibit No. 4, column 
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Exuipit No. 7 


Costs and selling price, cattle at feed lot of - _...., Colo. purchased Decem/er 
1950, sold ‘April 1951 


850-pound steer, at $33.50 per hundredweight, f. 0. b. Texas Pan- 





handle, put in feed lot December 1950-_.._..-_--.-------------- $284. 75 
so ae oa ca cs hax dd emo Rete a we we 4. 80 
EB EE: SON ne SPRY TEL SDE RNS Meee 1. 00 
POG Baie Fe co ce oc Sak. ob ee pace cceke< dene . 25 

290. 80 
20 pounds corn, protein pellets, and grain, at $2.90 per SehBiedwaight 

(average daily feed) ___- in ron i us ns Gc A cs Se ww . 58 
2 pounds soybean meal, at $85 per "- REGR festeg st an ies ie nies afin . O85 
5 pounds alfalfa hay, at $25 es Se ee eS. ae . 0625 
Sait: Saas, ROPOUN ON oe. es 2. oS eka tee. . 01 

Actual cost of feed for 1 steer per day__._._......--------- Z . 7375 
Labor per day per head - Ree eee Cees Ola Ce . 045 
Gas, oil, and grease- Roots eae en Se eR een a apie SES CRORE. Sede 015 
Office NN oF eet ess a Sk ks Ss eee oR ee apee a . 01 
Depreciation nr low) elevator, bunks, corrals, trucks, tractors, etc_ . 022 
Interest - ae ees : Lee aS ES a . 038 
Veterinary (v acc sine, ete. D ical e's SR tk en cet lan. . 0011 
NN ee are See a eS kas ake ees . 01 
Insurance (fire, workmen’s s compensation, liability). Baa he iy ae ie ee . O11 
Total feed and other accumulated costs per day__....--.---- . 8896 
Cattle normally fed 120 days to grade 60 percent plus average - - - -- - X 120 
$106. 75 
lL ennnnt WeRERRO meee SS Se i ke eee Boe ose ee 2. 50 
Len On ee en ROOT. cu anna nue eseo- as 109. 25 
[SupG at Saeet «0: ree Ka cee eos 290. 80 
Total cost. of finished wteer in feed lot. . ....-...2-.<.2..<-.. 400. 05 
Steers sold in April 1951 as grading Choice and showing 23 pounds 

per day gain or total gain in weight of 276 pounds, 1,126 pounds, at 

$36.50 Denver market___- SE i Sr RI! 410. 99 
Less freight, selling commission yardage, SR decd td SE Oe 3. 89 

POG GOT I iin Sie So ns Sp oe neenee =<+--5~ 407. 10 

Less original purchase price, cost of feed, and feeding 3a i) Saar 400. 05 
Profit, reserve for taxes, personal supervision, expense, and 
risk for._._._....... (owner) for whom no salaries are in- 

RNIN sictrex spiel pace hia 2 a a edge ce nto Ee ee SE 7. 05 


Costs have increased sufficiently since these cattle were fed to more than wipe 
out the $7.05. 

These figures demonstrate that it costs $0.387 per pound of gain (not including 
marketing expense). Regardless of ceilings, this cost cannot be changed except 
by increased production or decreased demand. During 1951, this cost of gain 
has increased at the rate of approximately $0.022 per pound each month. If the 
sale price of cattle is to be rolled back, expense of production must be rolled back 
also or production stops. Seemingly this is impossible, so there is but one 
solution and that is, increased feed and increased production, unrestricted. 
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BEEF CEILING PRICE REGULATIONS 


Per head analysis 





nn m 
Number | Per hun- | 











head | Pounds | dredweight | Amount 
Purchases (laid down stocker cost)... ..._-_._.. | 1 | 850 | $34. 21 $290. 80 
Add beef grown during the period...__.__._..--..------|---- 276 | 40. 99 113. 14 
Geltiee weit... = os oc ce 5nd, say } 1 | 1, 126 | 35, 87 403. 94 
Profit actually realized....................--. F Reis ee 1, 126 . 63 7. 05 
- 3 Selling price on Denver market--_-............----|----- Ll 1, 126 36. 50 410. 99 
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Mr. Hops. I would like to ask Mr. Hill one more series of questions. 
» Are you familiar with that part of the recent order which affects the 
5 | packers and the distributors of meat? 
> Mr. Hix. Just in a general way, Mr. Hope. 
- Mr. Horr. You know then that under this order all meats will be 
> graded in the packinghouses? 

Mr. Hitz. Yes. 

Mr. Horr. And that it will be necessary to employ a great many 
> new inexperienced graders? 

1 9 Mr. Hit. Yes. 
Mr. Horr. And do you know, also, that packers will have to sell 
> their meat under this grade? 
; a~=s Mr. Hi. Yes. 
) = Mr. Horg. That brings up this question. I would like to have your 
- § opinion on it. That is, whether or not the producer is not running 
an additional risk under these orders of having his product under- 
graded when he sells it? 

Mr. Hiri. That is right, Mr. Hope. 

: There have been some actual cases that have been cited to me 
- | where one set of Government graders graded the same meat in one 
» place and went over here and graded it a whole grade differently. 
It is not always down. It is up sometimes. Another set of graders 
graded it an entire grade different in another establishment, the same 
carcasses. It takes a lot of training to be a good beef grader. 

Mr. Horr. There is no question about that situation existing. 
I want to ask you this question: is that not going to have its effect 
upon the buyers in the stockyards? 

Mr. Hiuu. Yes. ' 

Mr. Hors. Because, not knowing what the carcass will grade out 
they will lean—— 

Mr. Hitu. To the low side. 

Mr. Hops. To the safest—to the low side. 
t om Mr. Hux. Yes. 

Mr. Horr. That means then that your calculations which you have 
used today and which were based upon the producer getting the price 
, | to which he is entitled on the basis of what his cattle would actualy 
» grade out may be a little optimistic because in some cases the cattle 
» may be degraded when he sells them? 

Mr. Hitz. That is a good point. 

Mr. Lover. Mr. Hill, if we are to have a controlled economy for 
the time being would it be more conducive to increased production 
to roll back prices and wages right across the board to a certain time? 


















112 BEEF CEILING PRICE REGULATIONS 





I recognize that you are opposed to it, but if we have to have a con- 
trolled economy then would it not be more conducive to increased 
production, which is the answer, to roll back all prices and wages 
right across the board to a certain time? 

Mr. Hitt. That is right, if you are going to have any roll-back it 
ought to be clear across the board, wages and everything, but then 
I do not think that is the way to solve the problem. 

Mr. Lovre. I recognize that, but I just say if we are to have a 
controlled economy. 

Mr. Hitt. Yes. 

Mr. Osrertac. Do you mean to include all agricultural commodi- 
ties? 

Mr. Hiuu. I think you have to establish a relationship between 
commodities, between wages and everything else as of a certain time 
and treat everybody alike clear across the board. 

Mr. Ostertac. Do you mean to freeze all prices of all food com- 
modities as of a certain time? 

Mr. Hix. He was talking about a roll-back. 

Mr. Lovre. I was talking about a roll-back. 

Mr. OsrertaG. But not freezing prices generally? 

Mr. Hit. I just want to make it very clear that I just do not 
approve of any of these methods personally. I do not want to give 
the impression that I am in favor of these other things. I just do not 
think that is the way to solve the problem. 

The Cuairman. Thank you very much, Mr. Hill. 

Mr. Hitz. Thank you. 

The CuarrMan. The committee will have a brief executive session. 
The committee will meet again at 2 o’clock to hear the other witnesses. 

(Whereupon, the committee adjourned at 12 noon to reconvene at 
2 o’clock the same day.) 


AFTERNOON SESSION*® 


The CHatrmMan. The committee will come to order. 
Our first witness this afternoon is Mr. A. G. Pickett, secretary of the 
Kansas State Livestock Association, Topeka, Kans. 

We are delighted to have you with us and will be glad to hear you 
now. 

Mr. Horr. Mr. Chairman, I have known Mr. Pickett for a great 
many years and I have a great deal of respect for his knowledge of 
livestock and the livestock industry. I know his connection with it 
and his long experience but I wish Mr. Pickett, for the record, would 
just state his experience with the livestock industry over the last 25 or 
30 years. 


STATEMENT OF A. G. PICKETT, SECRETARY, KANSAS STATE 
LIVESTOCK ASSOCIATION, TOPEKA, KANS. 


Mr. Pickerr. Congressman Hope and Mr. Chairman, and gentle- 
men, I was raised on a cattle ranch in Chase County, Kans., and in the 
heart of the Blue Stem Flint Hill district. [I went to agricultural 
college, of course, for training, and have been in the livestock business 
ever since. 

I spent 4 years with the livestock marketing division of the exten- 
sion service at the college in the State of Kansas, and for 3 years was in 
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charge of all of the research and experimental beef cattle feeding work 
at the experiment station, Manhattan, Kans. 

I believe that is probably all. 

Mr. Hops. You are now secretary of the Kansas State Livestock 
Association? 

Mr. Picxerr. Yes. And aside from that, a partner, and I have a 
small cattle operation of our own. 

The CuarrMANn. Apparently, you have facts and figures which you 
have provided the committee with. We shall be very glad if you will 
discuss these figures. 

Mr. Picxerr. I have not prepared a discussion, but have prepared 
here several actual cases of cattle operations in Kansas. 

I might mention that Kansas, first, is noted for its being a wheat 
State, but is also one of the major cattle States, having ranked as high 
as Lowa and Texas at one time, and I think is now about fifth in beef- 
cattle numbers. We do have an extensive livestock-cattle enterprise. 

It is, also, unique in that we have several dairying types of opera- 
tions. We have a short-grass area. We have the Flint Hill Blue 
Stem grazing area. And we have the full feeding enterprise in the 
northeastern part of Kansas, in our corn belt. 

With so many cattle, of course, a large nuinber of replacement cattle 
must be bought and shipped into the States by the majority of the 
farmers in order to consume and utilize the feed which they raise on 
their farms. 

I gathered from being there that here is considerable interest in 
the cost of producing beef. And as you have heard, it is rather hard 
to arrive at. There are so many variable factors that enter into the 
cost of producing beef. Many of them have been discussed: the area, 
type of program you are in, feed cost is an important item, of course, 
in producing beef, but one point I would like to mention that has not 
been discussed, I believe, which is the different seasons of the year. 

In Kansas we have one typical Kansas program that calls for 
wintering, grazing, and feeding early yearlings for the early fall market. 
That has considerable significance in that it is necessary to carry corn 
over through the summer and all of those things, which add some 
expense, but the object is to get an early market which under normal 
marketing conditions over a period of years has been a better market 
and pays the producer well to take those extra precautions to store 
this grain and be prepared to market his cattle at an earlier date when 
grain-fed cattle are not coming through the market in abundance. 
It, also, is a big factor in equalizing the supply of beef that is ready for 
the consumer to purchase. 

Of course, there are some other things that enter into the cost, the 
age of the cattle. Younger cattle, of course, are more efficient in 
using feed. 

I would like to bring out the fact that has been discussed here, if 
you get into an extensive type of beef cattle operation where you use 
a lot of grass and roughage, you may be able in certain types of areas, 
if your land is not too high priced, on an extensive basis, to produce 
beef a little earlier, but if we are forced to do that you immediately 
lengthen out the time that it takes to prepare an animal for market 
and in the long run you reduce materially your supply of beef. That 
is one thing this program would do. 

These examples that I have that I shall refer to are as follows: 
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In the first example we have the typical operation in Kansas, a cow 
herd, a relatively small farm in Kansas. It is an operation not in the 
range country, but a farm such as hundreds of our producers in Kansas 
are operating where the cows are winter-fed with silage, hay, rough-fec 
throughout the winter. 

This shows silage cost $28 for the winter, alfalfa hay $15, interest 
$12.50, possible death loss $6, bull service $6, veterinarian cost $1 
and taxes $2.80. That is the wintering bill. 

There is a summer pasture bill of $20, making a cow cost of $101.30. 

I think, probably, that we should point out there is not any labor 
counted in that, no cost for replacement of cattle, which must be 
replaced around 20 percent of the herd each year, and nothing for 
management has been considered, or for equipment. 

As you do in this business, in arriving at cost, you make some 
assumptions. We have assumed that the man will produce 90 per- 
cent calf crop—some will produce more, some less. 

The CuarrMan. Is that not very high; 90 percent? 

Mr. Pickerr. That is not high on a farm, on this type of opera- 
tion. On the range it would be, but this is a farm type, a relatively 
small herd, and if he is a good herdsman he will be able to do that. 
That all enters into the thing, of course. Even I expect in Kansas 
it might average a little higher but that is usually taken as a reasonable 
figure. 

That would make the cost per calf $112.55 at weaning time. And 
assuming a weight of 400 pounds, which is average, some will be 
heavier and some lighter, that will make this calf cost $28.13 per 
hundred to produce on that farm. 

The CHarrMAN. Where do you account for the cost of the mother 
cow, the cow that brings the calf into the world? 

Mr. Pickerr. We only count there the investment of $250 with 
interest at 5 percent. 

The CHatrrMan. In other words, you put down the interest of 5 
percent? You have an interest item of $12.50, have you not? 

Mr. Pickxerr. Yes. 

The CHarrman. The cow is being depreciated, though. You do 
not depreciate at the rate of 5 percent. 

Mr. Pickxerr. I mention down below, Mr. Chairman, that we 
have not allowed anything for cow replacement. There perhaps 
should be something added there, I admit. 

The Cuarrman. If you were going into the breeding business you 
would have to buy the basic stock. How much would you have to 
pay for each? 

Mr. Pickerr. We have an item for death loss. Then, of course, 
the cow that is culled is sold for beef. And to a large extent today 
compensates for the heifer put back into the herd. We did not 
figure that, because it is variable; and, as I say, it is not in there. 
At least, | think the thing we want to do in all of these examples is 
not to exaggerate the figures. We want to try to put them out. 
That is what the farmer gave me and that is what we thought we 
should put in there. 

The CHarrMan. These figures are based upon actual experience and 
taken from records, certified, is that right? 

Mr. Pickxerr. That is right. 
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The CuarrMan. It shows that when the calf goes to market the 
farmer would have $28.13 a hundred invested in the calf. That is at 
weaning time. 

Mr. Picxerr. Yes. 

The CHarrMan. Do yousell them at four or five hundred pounds to 
feeders who take them on to the feed lot or feed them on the ranch 
right on through? 

Mr. Picxerr. It may be handled either way. We have other 
examples here. 

The Cuarrman. If the calf is kept on the farm and fed through 
until it is ready for market could you operate profitably under this 
ceiling or would you have to sustain a loss? 

Mr. Picxerr. Mr. Chairman, I think the best way to answer that 
question is this: There has been discussion this morning about the 
man who owns his cow herd and is farming and raising his cattle. The 
only answer I think that is satisfactory is that if he has to take less 
he will just merely get less for his grass and feed which he produces; 
in other words, he is marketing his feed which he raises on hisfarm. A 
man with a cow herd would have his grass and rough feed or he could 
not be in business. The only thing he does, if he gets 28 cents, that 
sets the price, the return he gets for the feed which he raises, and the 
labor he puts in. 

Mr. AtBert. Would this have a tendency to decrease the price of 
corn, for example? If the price of beef goes down and they are fed 
on lowa corn, would the fact that the price of beef was forced down 
force down also the price of corn to the farmer who markets his corn 
and does not feed it? 

Mr. Pickerr. That would to a certain extent. Of course, a very 
small percentage of feed grain produced goes to beef cattle. It is so 
small it is not too important. In a hog program you would definitely 
produce a demand for corn. 

Percentagewise there is not a great deal of grain fed to cattle. 

The CuHarrMan. At this cost of production of $28.13, could you sell 
under the ceiling and afford to pay the prevailing cost of feed? 

Mr. Picxerr. The only way you could answer that is on a basis of 
the present ceilings. As a slaughter animal these animals would not 
be of grade Good and the ceiling would be below. 

The CuarrMan. The cost of production? 

Mr. Pickxerr. Yes. 

The Cuarrman. The ceiling would be the cost of production, not 
including the things you mentioned? 

Mr. Picker. That is right. 

The CuatrrmMan. Which is management and labor and the other 
things? 

Mr. Picxrerr. That is right. I think probably a commercial price 
would be around 25 cents under the present set-up as outlined. 

The CHatrMan. So the farmer would lose more than 3 cents a 
pound? 

Mr. Picxerr. That is right. 

The next example is one where he took these calves and went on 
with them. This is an actual example of a Kansas producer who 
purchased his calves, not this spring at the high market, but last fail. 

I would like to point out that this next program in handling steer 
calves is considered and has been for years proven to be one of the most 
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economical and most possible methods of producing beef on Kansas 
farms. The program is to take steer calves in the fall, winter them 
well with a very small amount of grain, graze them 100 days, and then 
feed them 100 to 120 days and sell them as fat cattle in November. 

oe : a 

This man last November purchased these calves which weighed 350 
pounds and cost him 33 cents per pound. 

The winter ration was silage, hay, protein, and alittle grain, making 
$38.75 cost. 

The summer cost of pasture was $15 a head. These are lighter 
cattle but with present prices this is a little bit low. This is the figure 
he wanted to use. 

The figures I have which I think are as accurate and can be sub- 
stantiated, show that it varies from 30 to 40 cents. If you will 
note, these are young cattle. And they are the most efficient users 
of feed. It takes a little longer to get them fat and get them where 
you want them, but they do use it very efficiently. 

When I started I said this has been proven to be the most efficient 
method of using beef in Kansas. 

The CuatrmMan. How much do the best producers calculate they 
can add to the beef, 2 pounds a day? 

Mr. Pickerr. That is what we have used in this. 

The CuatrMan. If they use 2 pounds a day it costs vou 60.5 cents 
a day and that means you have 30 cents to start with, have vou not? 

Mr. Pickerr. Yes. Thirty cents a pound. 

The CuatrMan. If it costs 70, then it is 35 cents a pound? 

Mr. Pickerr. That isright. This is the very bottom cost, the very 
bottom program. 

The CuarrMan. You would call this low-cost production? 

Mr. Pickerr. This is the lowest we know of. 

The Cuarrman. If the average is 70, and I understand Mr. DiSalle 
to use that figure, and if the cattle take on the fat that you expect 
them to, 2 pounds a day, then the man would still have to sell his beef 
for 35 cents to come out, would he not? 

Mr. Picxerr. Yes. 

Mr. Auzerr. For those 216 days. 

Mr. Pickerr. That is right. 

The CHarrmMan. They do not fatten as well during the 100-day 
feeding period in the summer as they do in the feed lot during the 120 
days, do they? , 

Mr. Picxerr. If you get a pound a day during grass, you are doing 
well. ; 

The CuarrMan. That is what I say. 

Mr. Pickxerr. This program, as I say, has a lot of economics in it. 
In the whole program we tried to point out that that is a fact. 

The program here is to buy these cattle in the fall when cheapest, 
winter them, graze them. In this grazing period they put on 100 
pounds, but one of the principal objects is to get them over to the 
fall market when corn-bed cattle are scarce and the price is high. 
Under ceilings we will not have that. And yeu will certainly dis- 
courage this type of operation. 

The other costs there are, probable death loss $4, interest $8.25, 
marketing cost $5, taxes $2, making the steer cost $261.10 when he 
goes to market. 

Mr. Horven. Where do you account for veterinary expense? 
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Mr. Picxerr. J left that out. In this game there are a lot of 
incidental expenses that are pretty hard to get in. 

Mr. Horven. You have not made any allowance for such inci- 
dentals at all? 

Mr. Pickett. No; I have not. 

Mr. Hitz. You have miscellaneous, salt, minerals and so forth. 

Mr. Horven. I know, but I have some figures here showing that 
the veterinary expense in some instances amounted to $17. That is 
an item that you want to account for. 

The CuarrMan. That was not for one cow. 

Mr. Pickerr. That was for the whole herd. 

Mr. Horven. That is correct. 

Mr. Picxerr. On this commercial type of production your veteri- 
narian expense would be very low. It is a very small item. 

In any event, assuming reasonable gains for the various three phases 
of the program you will note that the animal comes out weighing 
891 pounds, or costing $29.30 per hundred. And again that is no 
allowing for labor. 

Assuming the steers grade Good, which we hope they will, under the 
system which we will have to market them under this program, 
they could be marked down, at least, half down to Commercial, but 
assuming that they grade Good for this example, as near as we can 
figure on the Kansas City market where they will be marketed, that 
figure this fall will be about 28 cents. 

So I.would like to point out that with the most economical method 
of producing, the lowest type in Kansas, this operator is going to lose 
a little money on this operation. 

The Cuarrman. Even on this operation you figure you will lose 3 
cents a pound? 

Mr. Picxerr. He loses about a cent and a third. I have assumed 
again, suppose he does not want to feed—we have some that do not 
want full feed—and he sells off of grass, weighing 675, they will lose 
3 cents a pound. He has that alternative. 

Mr. Horr. He would lose 216 pounds of beef, too. 

Mr. Pickxerr. Yes, that is right. He would be in a lower-grade 
bracket, of course. 

Mr. Hitu. You do not give that calf any credit for fertilizer that 
he is providing for the farm. 

Mr. Pickerr. We let that count off the veterinarian bill and for 
the labor, the man’s labor that he puts in. 

Mr. Hity. That is most important in our territory, because we can 
only keep up the fertility of our soil by feeding cattle, and sheep. 

Mr. Pickerr. That is the credit we have not allowed for. 

I would like to point out again that this is a normal operation and 
considered a very efficient type of operation, and still you cannot 
produce under the present program. 

Mr. Hii. In all seriousness, I do not think we could operate in our 
territory at all like you have. In the dry-feed lot we could not take 
a steer calf weighing 350 pounds and put it in a dry lot without pas- 
ture and make a nickel. 

Mr. Picxerr. No, this is the cheapest method of operating that - 
we know of. 

Mr. Hixu. Have you ever had an opportunity to show this to the 
high lord of all proportions down here in the OPS? 
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Mr. Pickerr. No. 

Mr. AuBerr. Mr. DiSalle when before our committee kept telling 
us that beef was 152 plus percent of parity, and that this would roll 
it back to 120 to 125 percent and that, therefore, there was a good 
profit in this; that there was not a chance to go wild, but that there 
was a good profit left in this for the entire cattle industry. The parity 
was based on a comparison between what a man had to buy and what 
he had to sell. What do you think of that? 

Mr. Picxertr. The facts here I think refute the statement. I could 
go further into that and substantiate the fact that Mr. DiSalle is 
wrong. 

Mr. Atgert. These facts seem to repudiate it. I do not under- 
stand then how cattle are at 152 percent of parity if this is the cost of 
production. I just cannot see how it could be that high. 

Mr. Hope. If you will let me interrupt, Mr. Pickett has some figures 
on that very point. Are you prepared to discuss those figures now? 

Mr. Picxerr. If you desire so, I could. 

The CuHarrman. I do not know that it will be helpful to us. 

Mr. Atserr. I do not want to belabor this point. 

Mr. Hope. I have seen the figures that Mr. Pickett has. They are 
the BAE figures. They show there is such a thing as an over-all 152 
percent parity, but there is not such a thing as 152 percent of parity 
price on fat cattle, we will say, or on any of the better grades. 

Mr. AvBert. I am sure the Good cattle are not nearly that high 
because this last feeding is where you put the cost in. 

Mr. Pickerr. I might mention in a few minutes something that 
will answer your question. 

This parity across the board is very misleading, because in the 
December issue of the agricultural prices put out by the Bureau of 
Agricultural Economy the percentage of parity equivalent on Choice 
and Prime steers was 108, not 152; on Good steers it was 114, not 152. 
And on Medium steers it was 122, and on Common 126. That is the 
parity on your beef cattle. 

You drop down into feeder cattle and some of the bulls and cows 
run as high as 167. In other words, they have a lot of cheaper cattle 
in there that are extremely high, so far as parity is concerned. It is 
top-heavy with that kind of cattle, coming up here and taking the 
butcher cattle, the slaughter cattle which are the only ones the ceilings 
are dealing with, and “dragging them down with the other type of 
cattle, which is very misleading and unfair. 

Mr. Avsert. That is certainly misleading. 

The CuatrMan. Those figures you are quoting are from the BAE 
figures? 

Mr. Pickett. Right. 

The CuarrMan. Would you mind repeating those? 

Mr. Hit. I would like to have a copy of that. 

Mr. ALBert. People buy this Good or Better beef. 

The CuatrMAN. You have parity figures there on different types 
of beef cattle, do you? 

Mr. Pickxerr. Right. 

The Cuarrman. Give us those again. 

Mr. Horr. Give the date of these figures. 

Mr. Picxerr. The parity, so-called average period at that time 
was $19.08. 

Mr. AnpreseEn. Is that as of December? 
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Mr. Pickett, January 1, 1951—the 29th day of December 1950. 
On Choice and Prime the parity was 108. 
Mr. Hitt. The same date now? 
Mr. Picxerr. The same date. It was 108. On Good it was 114, 
Medium it was 122, and Common it was 126. 

Mr. Hitt. What was the first one you gave? 

Mr. Picxerr. Choice and Prime are combined. They are in one. 

Mr. Hix. I mean the one ahead of that. 

Mr. Picxerr. That is the date. 

Mr. ANDRESEN. How do you account for those differentials? 

The CuarrMAN. You did not give us the last one that is out of line. 

Mr. Atpert. The range stock. 

Mr. Picxerr. Going down to canner cows the same date was 167. 

The CuarrMan. What are they, poor grade? 

Mr. Picxerr. Dairy, one out and culled beef cows. 

The CuarrMan. They are what? 

Mr. Pickxerr. One hundred and sixty-seven. 

The Cuarrman. Is that the thing that misleads the public into 
believing that all of the cattle are at "152 of parity? 

Mr. Picxetr. Slaughter bulls are 149. 

The CuarrMan. That is bulls and old cows then? 

Mr. Pickert. All feeder cattle 142. And you have a preponderance 
of feeder cattle. 

Mr. Jones of Missouri. You are reading from the BAE report 
there? 

Mr. Picxerr. Yes, sir. This report is the agricultural prices, the 
prices paid, received by farmers, parity prices, Bureau of Agricultural 
Economics, and it is dated 3 p. m., eastern standard time, December 
29, 1950. 

Mr. Aupert. It seems to me that what it is doing is taking the 
price range of cattle which has nothing to do with the roll-back that 
is being placed on the price of meat that we eat. 

Mr. Picxerr. That is right. 

Mr. ALBert. Because we do not eat feeder cattle, we do not eat 
canner cattle as steak or as ordinary beef. 

Mr. AnprRESEN. It has its effect because it retards the flow into 
the legitimate processing and distribution channels. So it sort of 
backs up when the packer is limited to what he can pay for fat cattle, 
and when he is limited to what he can pay, why then the producer 
must take the loss and it rolls back the price to the producer, otherwise 
he must keep his animals. 

As I see it, if these roll-backs continue with the uncertainty of the 
situation a good many feeders will go out of business because they 
cannot afford to take a chance, is that about right? 

Mr. Pickerr. That is certainly right. 

Mr. Hixx. I had a little argument this morning about parity. On 
this feeding operation that you know about yourself. what percentage 
of the people who are feeding these cattle do the work themselves, 
because under parity the farmer’s labor and the work of the fumily, 
too, are not counted as an expense against the operation. 

Mr. Pickett. That is right, sir. 

Mr. Hiuu. In our territory practically every farmer has a son. 
The family does the feeding. If they have hired help they usually 
do not use the hired help to do the feeding. Is that true in Kansas? 
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Mr. Pickerr. In Kansas the big volume would come from farms 
where the family does the work largely. 

Mr. Hiuy. Then there would be labor charged against that. 

Mr. Pickerr. That is exactly right. 

Since we have gotten into that thing, however, I might point out 
that parity even itself may be a little off, because in 1909-40 there was 
a lot of free range, the cost was not even as high. And it has been my 
personal opinion, and this is my opinion now, that it is too low, anyway. 

I might point out since we have gotten into this, Congressman Hope, 
that the same thing applies to prices and the price increase since the 
January roll-back. I have the figures there. I think Mr. DiSalle 
said several times that beef cattle had increased 12 percent since thx 
roll-back. That again is very misleading since the BAE figures 
indicate that. on Choice cattle, for instance, the highest week in 
Chicago since the roll-back was March 31, and the rise was 6 percent. 
The average on the butcher cattle was 5.8 percent increase. 

The CuarrmMan. These figures you are giving us now are calculated 
to mislead the public just exactly like the parity index that says 111 
It is at 111 because beef cattle is supposed to be high. Cotton is 
high. cal, ie halt, “aeek, soraed products. And those three or four 
agricultural commodities are responsible for throwing the index up 
into that bracket whereas actually as a matter of fact the large major- 
ity of the farm products of this country are essentially below parity. 

According to your figures some grades of beef are above parity, 
substantially so, and others are just slightly above parity, is that 
right, is that what your figures show? 

Mr. Picker. Yes. 

Mr. Horr. The better grades are slightly above parity. 

Mr. Pickerr. Right. As a matter of fact, on May 5 Choice 
‘rattle were only 126 percent of parity. At that time when it was 
supposed to be extremely high it was only 126. Then if the roll-back 
program is carried out as assumed, and assuming that parity does not 
increase between now and the Ist of October—we will assume that, 
which I doubt it can be held there—when we get down to October 1 
parity on Choice will be about 32.24 on Choice slaughter cattle, and 
the OPS ceiling as of October 4 with the complete roll-back will be 
30.70 or almost $2 under parity at that time, according to the Govern- 
ment figures and methods of figuring parity. 

The CHarrmMan. In other words, the effect of this order is to roll that 
particular grade back 2 cents below parity? 

Mr. Pickerr. As of October 1 

The CuarrMan. As shown by the BAE figures? 

Mr. Pickerr. Yes, sir. 

The CHatrmMan. Has that been pointed out to Mr. DiSalle? 

Mr. Pickerr. Not that I know of. 

Mr. ANpresEN. We have an advisory committee. You are not 
a member of that advisory committee, are you? 

Mr. Pickerr. No, sir. 

Mr. ANprESEN. Do you know, Mr. Mollin, whether there is an 
advisory committee from a livestock industry? 
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STATEMENT OF F. E. MOLLIN, EXECUTIVE SECRETARY, AMER- 
ICAN NATIONAL CATTLEMEN’S ASSOCIATION 


Mr. Mourn. Yes, sir; there is an advisory committee and they 
just call them in and tell them what they are going to do. 

Mr. ANDRESEN. I know that is customary, but who is the repre- 
sentative of the cattlemen? 

Mr. Mouun. We have never been apprised by Mr. DiSalle to 
furnish anybody for this advisory committee. They have ignored 
all livestock associations, so far as I know. Mr. Allen Rogers of 
Washington, Mr. Don Short of North Dakota; Mr. John Guthrie of 
California was a member and he resigned. Mr. P. E. Williams of 
Florida was a member. Mr. J. Taylor of Texas was a member. 
There are several others. Mr. Mozier of Texas was another. 

The CuarrMan. Mr. Mollin, has QPS accorded the beef cattlemen 
an opportunity to present facts and figures such as we are receiving 
here today? 

Mr. Monin. I might say this, we had a meeting in Chicago on 
December 29 at which we had the judge come from Washington, 
and he had contacted Mr. DiSalle and he promised at that time that 
he would contact our committee. We endeavored to arrange to 
have him meet with us in Chicago while we were still there, and he 
could not do it. He agreed to let us know later, That meeting 
has never been arranged. We did, however, appoint a conference 
committee of four members and they did see Mr. DiSalle early in 
January, but since that time there has been no official recognition by 
Mr. DiSalle of the American National Cattlemen’s Association or of 
any other association to my knowledge. 

They have picked individual representatives to represent the. cat- 
tle industry, and we are not complaining about the men. We think 
they did a good job, but their recommendations are ignored. 

| understand that the last time they were called together somebody 
made a motion that they should have no ceilings on cattle and who- 
ever was presiding representing OPS would not even put the motion. 

The CHarrMAN. Were you people in the cattle business led to 
believe there would be no roll-backs? 

Mr. Mouuin. Yes, sir; we have heard these rumors ever since along 
about the Ist of March or late February, that there was going to be 
substantial roll-backs. And from time to time we have wired our: 
Senators, particularly, whom we work closely with, like Senator 
Millikin from my State, Senator Johnson, Senator O'Mahoney, 
Senator Butler, and I have seen letters which were written by Mr. 
Johnston to four of those Senators, all but Senator O’Mahoney, in 
which he stated positively that there was no intention, there was no 
truth to these rumors, and that there was no intention on the part of 
the OPS to roll prices back beyond possibly the level or approximately 
the price that prevailed at the time the freeze order was put into effect 
in late January. There have been many such letters written to 
Members of Congress. I think some have been written by Mr. 
DiSalle himself denying that there was any intention in the Depart- 
ment. Mr. Erickson has made statements of that kind. They have 
just completely abused the confidence of the livestock industry and 
of the Senators and the Representatives who have contacted them in 
making this big roll-back. 
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The Cuarrman. Did you hear Mr. DiSalle’s testimony? 

Mr. Mourn. No, I did not, I was not here. 

The Cuarrman. In answer to some questions asked him, he stated 
that if he were convinced that this order was going to work hardships 
on the producers or the feeders and be disastrous to them he woul: 
modify the order, even if he had to do it by modifying it clear across 
the board. 

Do you as a cattleman feel that he should modify the order so as to 
relieve the situation? 

Mr. Mo xu. I think it would be a most serious mistake if he does 
not. I think we are heading for trouble fast. And if this order is not 
modified we will have a very serious shortage. There will be no cattle 
going to the feed lots between now and October 1. A man would be 
a fool to buy cattle when he knows that there will be two roll-backs 
in price between now and October 1. So for 5 months there will be 
practically no cattle going into the feed lots. 

The CHatrmMan. That means less beef? 

Mr. Moturn. That is correct. You will have a run on beef this 
summer. There will be a lot of cattle liquidated before August | 

Mr. Hoeven. It also means high prices in the black market? 

Mr. Mottin. Yes. 

Mr. Atsert. What do you think would be the effect of an amend- 
ment to the Price Control Act that would prohibit rolling back beyond 
the January price level of any commodity? 

Mr. Mouurn. That would certainly be better, but we think it would 
be still better not to extend title IV. 

The CHarrmMan. Let us get back to Mr. Pickett. Pardon us for 
interrupting you. 


STATEMENT OF A. G. PICKETT—Resumed 


Mr. Picxerr. The next example I have is of a typical operation in 
Kansas, in our Blue Stem area, where they have a great many of 
what we call aged steers, 3 or 4 years old, which come in from the 
Southwest every summer for fattening on grass. They have age and 
size enough to get fat on grass. 

This is an excellent example of an operator who owns his grass, no 
farm land. These steers came in on May 1 of this year. They came 
‘in weighing 992, and the f. o. b. Texas cost is 33 cents, or $327.36 
per head. 

Mr. Hix. This is an actual illustration? 

Mr. Pickerr. Yes. There are about 850 head of these steers. As 
a matter of fact, as I have noted, he has a small business there, all lv 
has is grassland, owns his grass, and that is all. He has good books 
so he gave me these figures which I am sure are quite ace urate. 

The. freight and feed i in transit amounts to $7, grass is $20, interest 
is $4.50, the death loss—he is carrying insurance—is $1.50, marketing 
cost is $5.50; so his steers will be costing him $365.86. 

They will go to market in August; so they have been committed 
on the August 1 roll-back and not the October roll-back. 

His records show that over a period of years he can look for or ex- 
pect a gain of 170 pounds on these rather fleshy steers that go out, 
and they go off fat, making them weigh 1,162 pounds, which means 
they will stand him $31.48 per hundred when they go to market. 
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That is a grass gain, a relatively cheap gain, and it cheapens it down 
a little, but men of experience have told me that I am too high on the 
erade, that they will not get any in the Good grade, but we have as- 
sumed that 25 percent would grade Good and 75 percent would grade 
Commercial. 

On that basis, as near as we can estimate, if they brought the ex- 
treme ceiling, they would bring $26.50, or a loss of $5 per hundred, 
or about $58.10 per head. Unless things change, that is about the 
loss. 

Mr. Horr. That was before the last roll-back went into effect. 

Mr. Hiuu. This would be the cheapest labor that you could possi- 
bly imagine in feeding out a good steer; is that correct? 

Mr. Picxerr. Yes. 

Mr. Hii. He practically has no labor cost except the grass and a 
little range riding, maybe. 

Mr. Picxerr. I might say the figures we are using, just for the 
record—we use $20, and that is for the grass. That is when the season 
started. That grass now would cost at least $25 or $26. In this sort 
of operation in that territory the grass bill includes receiving at the 
station and delivering back to the station for shipment. So he figured 
the labor he would have would be in his grass bill. 

Mr. Hrux. I have just one other question. These figures can be 
absolutely substantiated if this man is making an income-tax report. 

Mr. Picxerr. Yes. 

Mr. Hii. I had one this morning I expect to put in the record to- 
morrow. This man had nothing to do with the figures because his 
books were audited by an auditing company, and he has to make his 
income-tax return on the report of feeding cattle. Tomorrow I will 
put that in the record. 1 would assume this is the same type of record. 

Mr. Pickerr. You could get his account of sale or purchase, which 
is just there, and that is the main item there. He would have his 
freight bill. The grass is at the going rate, and then the other costs are 
just estimated as near as we can get at them. So it can be definitely 
substantiated. This isa type of operation in the Blue Stem area of 
Kansas that is quite typical, and we bring in there 250,000 or 275,000 
head of cattle per year. 

Mr. Hiiu. Do you have any other area in the whole United States 
that can operate more cheaply than they can operate right in this 
area? 

Mr. Prckerr. I don’t believe so. 

Mr. ANDRESEN. This type of feeding, as far as the future is con- 
cerned, they will take a loss of $58 a head? 

Mr. Picxert. If I take a loss of $58 a head, I probably won’t be in 
the game next vear. 

Mr. ANpRESEN. You would go out of that type of business? 

Mr. Pickerr. Yes, sir. 

Mr. ANDRESEN. That means we will lose more meat for public con- 
sumption. 

Mr. Pickerr. There isn’t any question about it. He told me Sun- 
day when I got these figures from him he couldn’t stay in at that rate, 
this would be his last. 

Mr. Anpresen. May I ask another question? That may be a 
little different from what you are doing now. I notice that the re- 
ceipts at Kansas City on Monday were somewhat larger than normal. 
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Mr. Pickett. Yes, sir. 
































Mr. AnpRESEN. Do you know if any of those cattle that came to = 
market on Monday were underweight cattle? i oa 
Mr. Picxerr. Yes, they were. I was on the Kansas City market [™ ? M 
yesterday noon, until about 2:30, before I caught the plane, and sey- to lo 
eral commission men told me that from 60 to 80 percent of the cattle PF L 
in their alleys yesterday morning that sold, normally would have been P39 jou, 
kept in the feed lot from 30 to 90 days. That is just an estimate, but P# ¢ 3 
they were quite sure of that. of tl 
Mr. AnprRESEN. Do you know if the cattle that came in to that wid 
market, if they went to the packers or if many of them were purchased [3 jak 
by order buyers for shipment to other places? 4 
Mr. Picxerr. I do not. There are some reports around, but | it eC 
couldn’t substantiate a statement. a omer 
Mr. Ausert. What was the situation in this area you have been | Coy 
talking about, this Blue Stem area, in September of 1946, when the T 
all-time low was hit, I think, following OPA, trading in cattle? What 7 deal 
was the cattle population in this area? How many did they feed as 7 \ 
compared to now? ra NY 
Mr. Pickerr. I would have to look at the records. ae it t: 
Mr. Autsert. Do you think a lot of them went out of business then? | are 
Mr. Pickert. I wouldn’t say. Not that I know of. Pa lot: 
The CuarrmMan. The cattle you mentioned, in the Kansas City [7 7 
stockyards, yesterday as going to market 30 to 90 days too early— | @ ext; 
had they been put in the feed lot 30 to 90 days more, how much would | the 
the average increase have amounted to? Pa vou 
Mr. Pickerr. Well, as I mentioned before, a feeder hopes he will |B jo, 
get 2 pounds a day. Oe laid 
The Cuarrman. If they are in there for 90 days, that would be 180 | The 
pounds of meat loss on each one of those. as | 
‘ Mr. Pickerr. That is right. I have another example. wot 
Mr. Jones. These steers here that were f. 0. b. Texas at 33 cents a the 
pound—how much increase has there been in that since last fall? the 
What were those selling for last year? eno 
Mr. Pickerr. Last year? Might I pass that question to someone litt! 
that was in the buying business, the feeder business? do 
Mr. Jones. I thought I understood you were in the feeding he ; 
business. | 
Mr. Pickerr. I mean a man that is dealing some. I am not wo’ 
dealing in cattle. ™ tor 
Mr. Jones. I understood you and your partner were operating. d 
Mr. Pickerr. We feed a few; ves. B siz 
Mr. Jones. You don’t buy from any place like that? ’ 
Mr. Pickerr. Not that type of cattle, that heavy cattle. Those vet 
cattle were contracted along last winter sometime. | @ | 
The CHarrMANn. About 28 cents, wouldn’t you say? 3 im 
Mr. Pickerr. I assume, depending upon when you bought them. | egy 
The price went up from October and November. = cos 
The CHarrman. Let’s move on with the statement. B po 
Mr. ANDRESEN. I have one more question. I know one feeder 7 r 
down your way that bought sixty 900-pound steers, put them on | a h 
grass for the summer, and then fed them for about 6 weeks on corn, | J cir 
and then marketed them. He paid 37 cents a pound. How is he | @ the 
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Mr. Picxetr. You won’t need a pencil to figure that. 
Mr. ANDERSEN. I have heard he will lose about 6 or 7 cents a 
pound. : 

Mr. Picxetr. That would be very conservative. I would expect 
to lose more than that in my operation. 

| have two more examples here. The next example is of a man who 
bought some yearlings the Ist of December, which isn’t the high point, 
at 32 cents, weighing 588, and they were wintered at a total cost out 
of the feed lot this spring at $271.38 a head. There was an average 
winter gain of 125, and he goes to grass with them, gains 200 pounds, 
making them weigh 913 pounds. 

Now, that man, of course, will have them costing 29.72, and when 
it comes to their coming off grass, the best they can grade is Com- 
mercial. J don’t think you can expect any of them to get above 
Commercial. That will make him lose about $43 a head. 

Those figures were given to me by a banker, who is financing the 
deal, and he has some others he isn’t so happy about. 

Mr. ANDERSEN. Are most of these feeders financed through loans? 

Mr. Pickerr. Yes. The investment, as you probably know, which 
it takes to operate a cattle business today is tremendous, and there 
are very few, if any, people who can operate to any extent without a 
lot of borrowed money. 

The last example we have there is one that shows a lot of our 
extreme cases that have been mentioned several times in Kansas of 
the people that are really in bad trouble. This happens to be a 
young man who bought 21 yearling steers weighing 670 pounds, and 
he didn’t buy until the Ist of March. They cost him $38.20 a hundred 
laid on the farm. He has a 60-day wintering bill, then goes to grass. 
Those steers are standing him off grass $300.24 per head. Off grass, 
as near as we can figure, they would create Commercial, and that 
would be the best they could possibly do. If they went to slaughter, 
they would lose him 76 cents a hundred. We have assumed he has 
the facilities and could feed them out, and if he feeds them long 
enough to get them into a Good grade, that would raise them into a 
little higher bracket, and it will reduce his loss some, if he is able to 
do that, down to about $48.93, assuming that the grader, who may 
be inexperienced, puts them in the Good grade. 

He might still get them down into the Commercial grade, and that 
would lose him about a hundred dollars. The only way he can hope 
to raise them into another bracket is to feed them, and in that case—— 

Mr. ANprerRsEN. He would lose about a thousand dollars on that 
size herd. 

Mr. Pickerr. That is quite a bit for a young operator who is just 

getting started. 
_ Ll have some other figures I would like to give you that I think are 
important. I think these figures will show you definitely that you 
can’t produce beef under these ceiling prices. It would bealoss. The 
cost of production you will find there will run from 30 to 40 cents a 
pound. 

There is one example there where the cost in the feed lot was $35.65 
a hundred. It has been pointed out, or at least intimated in a lot of 
circles that the beef cattle business is a big operator’s game and that 
they are all very wealthy, and I think records will not substantiate 
that assumption. 
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In Kansas I took the 1945 agricultural census, which is the latest [ 
could get which was completed and ready to go. In the State of Kan- 
sas that year there was 103,034 farms that sold cattle alive. The total 
number of cattle sold was 2,020,401. The average number sold per 
farm was 19.6 head. 

In other words, your percentage of cattlemen that are large operators 
is very small, and the volume of receipts on the market comes from 
relatively small operators and small farmers, and in a lot of cases beef 
cattle may not be their chief source of income. 

Someone will tell you, and we have been told, that cattlemen will 
go ahead and produce anyway because they have to be in business. A 
lot of them will have to raise cattle or be out of business, but there are 
a lot of small farmers who in the total furnish a big volume of our beef 
supply, and they can quit tomorrow or the next day and do something 
else; whereas, the larger ones cannot. 

Mr. Horr. You mean they will quit? 

Mr. Picxerr. Yes, sir; these figures here—with these losses they 
certainly will. 

The CuarrmMan. You won’t have any young men going into the busi- 
ness as this young man, and coming out as disastrously as he is coming 
out on these figures; is that right? 

Mr. Pickerr. | called a dealer in the cattle business to get some in- 
formation, and he gave me a lot of information on sales. He supplies 
and distributes replacement cattle to these producers. 

Mr. ANDRESEN. You are speaking about the cattle farms. Now, 
about 40 to 45 percent of the meat furnished in the country comes from 
our average-sized dairy farms. 

Mr. Pickerr. That is right 

Mr. AnpresEN. That is quite a substantial amount. 

Mr. Picker. That is right. I wanted to bring out this one dealer, 
who told me that he furnished replacement cattle to 75 of these Gl 
veterans in these little schools, or something, and the purchases per 
boy ranged from 10 to 40 head. Forty was the largest they bought. 

They practically all are operating on borrowed money, and I got to 
Washington last night and had a wire from a banker in that town that 
I hadn’t contacted at all, and he seemed to be interested in some of 
these himself, and suggested we try to get rid of this thing. 

A lot of those fellows are going to be badly crippled. 

I would like to get into the record here that we feel that these 
controls will not work, they will mean less,beef. I think you can 
substantiate that. The beef-cattle business is big, it is varied, there 
are SO many numerous methods and types of production, and the thing 
is very sensitive. 

In other words, when you put a flat price on beef, you distort the 
whole production program, because we have a certain percent of 
operators, producers of not only cattle but hogs, who do a little un- 
usual job or they carry over corn, as I mentioned in this one program, 
and feed for an early fall market rather than waiting for the new crop 
of corn. 

When you put a flat price on, you certainly destroy the incentive 
to try to do this sort of job and get in ahead of things. 
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I think that is important in the economy of the businegs of produc- 
ing beef. 

I would also like to put some figures here into the record that came 
from the Department of Agriculture under date of April 25, under 
Secretary Brannan’s name, memo No. 10, and one table in this report 
shows, I think in my mind definitely, that there is no need for these 
controls and that meat isn’t too high. 

In other words, according to this table, in 1914 the average hourly 
earnings, factory earnings, would buy a half pound of bacon. In 
February 1951, he could buy 2.3 pounds, or practically three times 
as much bacon with an hour’s wages. 

Pork chops, back in 1914 he could buy 1 pound; in February 1951 
he could buy 2 pounds, or exactly twice as much with the same hour’s 
work. 

Round steak—and beef, of course, is the one said to be the highest— 
he could buy 0.9 pound in 1914 with an hour’s wages, while in 1951, 
in February, he could buy a pound and a balf. 

Now, on that basis the meat is not higher. As a matter of fact, 
it is a simple matter of economics that the prices are high because the 
people have bid up and bought it, and that pork is relatively cheap, 
and unless the demand for pork raises, the production will probably 
drop off because figures show when the corn-hog ratio drops down below 
1 to 12, production drops off. It is getting down to that point where 
production will probably drop off. 

Mr. Horr. Eggs and poultry are even cheaper than pork per pound; 
is that not right? 

Mr. Picxerr. Yes. 

The CHarrMAn. How about fish? 

Mr. Hitu. Don’t forget potatoes. They can buy double the amount 
of potatoes. The potatoes he could buy for 50 cents in 1939, he can 
get just twice as many in 1951. You check and you will see I am 
correct. 

The CuarrMan. Thank you very much. 

Mr. Hoeven. Mr. Chairman, it is certainly refreshing to get 
testimony from feeders who come to us from the grass roots. Mr. 
DiSalle was before our committee the other day and seemed to 
emphasize three things, as I recall it: 

First, that the roll-back would not result in less production of 
beef. He said, in fact, it would constitute an incentive. He also 
said the roll-back order would not cause a loss to the cattle feeders. 

We have heard the exact opposite from the cattle feeders. It 
seems to me they know what they are talking about. 

Mr. Hops. Mr. DiSalle also said the producer fixed the price. 

Mr. Horven. Yes. 

Mr. Augert. I think this has been an excellent statement. 

The CuarrMAN. We thank you very much, Mr. Pickett, for your 
statement. 

Mr. Pickerr. Mr. Chairman, I would like to leave these tables 
for the record. 

The CuairMAN. Very well; they may be included in the record. 
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(The tables referred to above are as follows:) 


Estimatep Cost or Kerepinc a Beer Cow Herp on Cenrrat AND Eastern Ph 
Kansas Farms Wuere Ir Is Necessary TO CONFINE AND FEED THESE Herps | &' 255! 
IN FreELps or Lots Durtine a 6-Montu WINTER FEEDING PERIOD d years 

a steers 

Winter feed requirements and cost @ witho 


Silage, 4 tons, at $7_- : ieee 528. 00 a ag 
Alfalfa hay, % tons, at $20__...___.____.___._-_- ‘ : 5.00 ba Weig 
Interest, $250, at 5 percent __ near : ea 50 Pam Freig 
Possible death loss : ey : 3.00 fame Grass 
Bull service cost . 00 Inter 
Veterinarian cost __- . : 00 |e Deat! 
Taxes__- ANTS VOT URE ea ie oy Gente te near .8) | Mark 
Summer pasture__ a 





Cost per cow per year______....__--- 101.30 4 Th 


Labor, cow replacement and herd management cost have not been considered, | that 

If we assume a 90-percent calf crop each calf will cost $112.55 at weaning time, | @ Ppoun 
If the calf weighs 400 pounds (some will be heavier and others will be lighter) it ‘ 
will mean a cost of $28.13 per hundred to produce 


Steer calf, weight 350 pounds, at 33 cents 
165 days, 225 pounds gain: 
Winter cost: 
i ne 
LO eee 
Protein_____- 
Grain _ 
75 aa Weig 
100 days, 100 pounds gain: & Freig 
Summer cost: Pasture et Or eee ‘ “= Wint 
120 days, 216 pounds gain: = Sum 
Full feed costs: Taxe 
Corn, 15 pounds, at 3 cents_- =o Inter 
Protein, 1.5 pounds, at 5 cents__- ; ™ Deat 
Hay, 7 pounds, at 1 cent_ : f = Marl 
Miscellaneous, salt, mineral, ete _- 


Cost daily per steer_____________- . 5 times 120 days 72. 60 Wint 
Miscellaneous cost: Estin 
Probable death loss 4.00 "9 Initis 
Interest _ _ at eee EES FMT a3 8.25 
Marketing cost ee pr . 5. 00 
Taxes __ . Bike 2. 00 


pe as $2" 
261.10 | ro weak 
NN i. cia bitten tg ae Asie ‘ 7 ‘ 541 Ha more 
‘alf wei 350 |) a . 
oN a 1 a eae ae hee 1 es = 0 a eau 
Total _- EL: ae ae s$ 891 ao 
$261.10 divided by 891 pounds is $29.30 per hundredweight, cost to market. 9 Tope 
Assuming steers grade Good, they will bring approximately 28 cents at Kansas | ~ 
City market under OPS ceiling price. 3 
Sell off gross, weight 675 pounds. Cost $184.25 or 27.30 cents per pound. |] 
Would not grade better than Commercial or qualify for 24 cents under OPS | — 
ceilings. Loss 3 cents per pound. ie 
This is an actual example of a man who purchased steer calves last November | > 
and is handling them on a program that has for years proven to be the most |— 
economical system of producing beef using a maximum of roughage and a minimum | ~ 
of grain. } 
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AGED STEERS FATTENED ON GRASS 










This is a case of a merchant with a small business in town who owns his 
grassland in the blue stem or flint hills area. It has been his practice for several 
years to purchase steers in the Southwest for May 1 delivery. He purchases 
steers with sufficient age and weight to get fat on grass, and they go for slaughter 
without grain feeding. 
Sleers now on grass 


Weinnt,t, 6. 0.toxan, 992 times $33... ee. $327. 36 
SS REE. SAGE OE, ke ee NE EE 7. 00 
eR eee eee es a he as aS a a ae aon ee Seow 20. 00 
intereay. <.<.4~. (4S Se eS Sa st a ee aa, ea Oe en ee ee =) 4. 50 
Death loss (insurance) Se REE SSS TSR Ag OE 2 See a Ee en! > 1. 50 
Ie a een, ce saacsn erp ers wreaincees ts iva ebb Wank 5. 50 









ON ESSE REN es Le REET EA SOI Re 365. 86 


These steers will be marketed as they get fat. The producer’s records show 
that on comparable cattle over a period of years, he can expect a gain of 170 
pounds per head. 

992 plus 170 equals 1,162 market weight. 
365.86 divided by 1, 162 equals $31.48, necessary price to break even. 

Past experience has shown that these cattle may be expected to grade 25 percent 
Good and 75 percent Commercial. This program calls for selling before October 
1. Therefore, approximate average maximum OPS would be about $26.50 show- 
ing a $5 per hundred loss or 1,162 times $5 equals $58.10 per head loss. 



















YEARLING STEERS WINTERED AND GRAZED 





[Yearling steers purchased Dec. 1, 1950] 


Weight 588 pounds at $32 f. o. b. Amarillo, Tex., cost__-.------------- $188. 16 
re IOI 28s Ch eS ee 5. 00 
Winter feed bill, hay and protein ¢ on n past ure (no charge for grass) ‘Ae uae 34. 72 
PEPE Or ee ders een wauuoe neeUlL ate a a Sead be 20. 00 
Pees esc od Path, Cte ee, Se CAS ee bao abe e bene we a 3. 50 
IE ers eho a rey | acs Saag aaa anc ene aes 10. 00 


Death loss 
Marketing cost 







a oe a tee a Seow inne See 

Winner. ei teorereos, p00). =... ce - pounds - - 125 
Estimated gain for grazing season_____________-_-_------ mp Lae ti do.... 200 
Initial weight i SE Dye an Sehr Cue do... ~ 688 






EES, SR res a Se, SEP do... 913 






$271.38 divided by 913 equals $29.72 necessary selling price per hundred to pay 
feed and cash costs exclusive of labor. Will be grazed a full season and sell after 
October 1. Not more than 20 or 25 percent will grade Good. Balance Com- 
mercial. Maximum OPS ceiling would be approximately $25 per hundred, 
causing a loss of $4.72 per hundred; 913 times $4.72 is $43.09, loss per head off 
grass. 

Information furnished by Joe Slattery, cashier, Merchants National Bank, 
Topeka, who is financing this operation. 
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This is an actual case of a young man in Kansas who had some rough feed, feod 
and grass and borrowed money to buy cattle to convert his feed to beef. 

Purchased March 1—21 yearling steers, weight 670 pounds at $38.20 per hun- 
dredweight, delivered at farm. 


Cost per steer : $255. 27 
Feed to May |: 

Silage ___ 

Protein 

13. 00 

Grass to October _ _- vSres 16. 00 
Miscellaneous costs: 

Interest 


15. 97 


Estimated gain during March and April, 1 pound per day or 60 pounds; and 
grass gain of 200 pounds or total of 260 pounds gain—670 plus 260 is 930 pounds 
weight off grass; $300.24 divided by 930 pounds is $32.28, necessary price to break 
even. 

Without any grain, the best these cattle could grade would be commercial. 
The OPS ceiling as we figure would be approximately $24, October 1, and this 
shows a loss of approximately $8.25 per hundred, 930 pounds times $8.25 is a 
$76.73 loss per head if sold under OPS ceiling prices. 

A short grain feed of about 60 days off grass should put these steers in the Good 
grade and would entitle them to bring about $28 per hundredweight. 


Daily rations: 


eee 
Hay or other roughage _ - 


Total (per steer daily) __-__ ~~~ 71.3 


71.3 cents times 60 days equals $42.78, feed cost per steer. Assume a 2-pound 
daily gain—60 times 2 is 120 pounds gain plus 930 which equals 1,050 pounds 
final weight. 


Cost per steer off grass__________- 
Full feed cost 


$343.02 divided by 1,050 equals $32.66, necessary price per pound to break even. 
Assuming that all carcass would grade good when slaughtered, the OPS price 
would be about $28 per hundredweight, or show a loss of $4.66 per hundredweig)ht; 
1,050 times $4.66 would be a $48.93 loss per head. Such a loss would be disastrous 
to a young man just starting who had borrowed the money to buy these cattle. 

We have assumed that all cattle would grade Good which is a little optimist iv. 
There undoubtedly will be a few other miscellaneous expenses, and we have not 
allowed anything for labor. If the grader put these cattle in a lower grade, which 
is a possibility, his loss would be almost doubled. 

Many cattle purchased last fall at around 30 cents per pound will lose a little | 
money next fall. 

All figures and gains assume at least a normal season. A drought, forced sales, 





and other situations could arise that would make the picture even worse. The | 


reemeees under this OPS program has no ceiling on cost or floor under losses, bu' 
is possible return is definitely limited. 

The CuarrMan. We will now call on Mr. Cushman Radebaugh of 
Orlando, Fla., president of the Florida State Cattlemen’s Association. 
We will be glad to hear you, sir. 
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STATEMENT OF CUSHMAN RADEBAUGH, PRESIDENT, FLORIDA 
STATE CATTLEMEN’S ASSOCIATION 


Mr. Rapesavueu. i am not going to go into any repetition of what 
you already have had. I want to present a little different side to this 
picture. That is the side that affects us down in Florida, which is 
primarily a range cattle State. 

| am testifying as president of the Florida State Cattlemen’s Asso- 
ciation. I am what is known as a range cattle producer, selling 
calves from 400 to 525 pounds in weight in the fall of the year to 
stocker-buyers. Florida, at the present time, produces only 49 per- 
cent of the meat consumed in the State. The balance of this is shipped 
in. In addition to this, we sell to stocker-buyers from Texas, Okla- 
homa, New Mexico, and Colorado more than 200,000 head each year. 
These are mostly calves. They will average, I suppose, 350 to 500 
pounds, the ones that go out, and they go usually to Texas, Oklahoma, 
New Mexico, some to Arizona and some to Colorado. These calves 
and cattle go on wheat pastures for a season and then are sold to the 
feeders, part of them, and part of them go directly to the packer. 

Since this order has been announced, our market to the stocker- 
buyer has virtually stopped. Approximately half of the stocker- 
buyers that have been staying with us from year to year, buying on 
the weekly markets—our markets, incidentally, are auction-type 
> wmarkets—they have pulled up stakes and gone home. 

q Mr. Hors. Where do your cattle go? 

Mr. RapresauGnu. They go primarily to Texas. Texas takes most 
of them. Part of them go to Colorado, part to Oklahoma, and part 
to New Mexico, and there have been a few that have gone as far west 
as Arizona. But the large bulk of them go to Texas. 

They are: put on pasture, either wheat pasture or some of those 
pastures a very great deal better than we have in Florida, for a period 
of time and then are either sold as grass-fattened animals for slaughter 
or are sold to the feeder-buyers. 

That means that we not only are in a position that these gentlemen 
have been testifying about, but we are in the additional position of 
probably losing a market that we have. It is true that we will still 
have our packer-buyers, but the large part of our competition in the 
buying end of it has gone. 

| don’t know whether that will return after things get straightened 
out or not. That is problematical, but that is the situation we find 
ourselves in today. 

Our production costs have gone up an average of three times what 
they were a few years ago. That is an average right straight across 
the board. 

Now, in Florida we can’t do like a lot of these range cattle States 
>» can. That is, we can’t just take a piece of native pasture and expect 
’ to raise good beef or raise heavy-pounded animals on it. i 
4 We have got to improve and establish improved pastures. To do 
that we have to clear woods off of it. We have got to plow and dise 
and we have to continuously fertilize. When you get a piece of pasture 
established, you have $50 per acre average in addition to your original 
purchase price for that land. Then your operation costs consist of 
fertilizing that each year. 
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Now, while that is high, it has been paying out because we take our 
carrying capacity of 15 to 20 acres per cow and bring that down to 
3acresacow. We can raise a great deal better class of cattle on that, 
on the improved pasture; and for those reasons we have developed 
this stocker-buyer business there in Florida. 

Of course, we are getting more and more feeders in Florida, but it is 
still mainly a range cattle State. 

Now, that is our situation and the way it is affecting us immediately. 
This past Saturday we had a State directors’ meeting, and we had 
from one to four members from every cattle-producing county in the 
State at that meeting. ‘To my amazement, there is going to be a 
number of the breeding herds that will be cut down quite materially, 

The Cuarrmay. Is it your problem that you are producing calves 
that ultimately go into the feed lots? They first go from Florida to 
Texas and on grass. Some of them are fattened on grass and sent to 
market, others go to the feed lots, and your problem is that the feed 
lot man is going to stop buying the calves that would go into the feed 
lot; is that right? 

Mr. RapresavuaGu. Yes, sir; not only the feed lot men but the stocker 
man is quitting. 

The CuarrMan. You call the stocker man the grass man? 

Mr. Rapesaueu. He is the middleman between us and the feeder. 

The CuHarrman. In other words, you figure that the cattle you are 
now producing will finally go to market in bad shape, not as fat cattle? 

Mr. Rapesaucu. They will go approximately 50 percent lighter 
than they ordinarily would. 

The CuarrMan. That means a loss to the total meat supply? 

Mr. Rapepsavuaeu. Yes, sir. We also have found a great many 
of the people, the producers, particularly the ones that have come into 
the business within the last few years, are planning on. liquidating. 
That means that our calf crops next year will not be up to what they 
should be. 

Instead of increasing production we will go backward. In other 
words, we will flood the market between now and August 1, and they 
are going to be your cow herds as well as your lighter calves. You 
gentlemen know that means it will take several years to build those 
back up if you once slaughter those cows. 

The CuatrMan. Isn’t it a natural thing for a man to market, if he 
can market before September, before these roll-backs come into effect? 
He is going to try to unload all the cattle he can and get out of the 
business. 

Mr. Rapesavuan. That is it. 

The Cuarrman. And if the orders still have a depressing effect, he 
won't go back into the business. 

Mr. RapesauGu. That is correct. 

Mr. Auzert. Didn’t Mr. DiSalle say there hadn’t been any flood- 
ing of the market? I think we asked him that specific question. 

The Cuarrman. I think he said that there was a flooding of the 
market or a tendency to flood at first. Mr. Hoeven showed him a 
picture of the empty Chicago stockyards with not a single cow there. 

Mr. AnpreseEN. I don’t know about the cows, but on Monday the 
receipts at the 12 registered stockyards were 77,600 as against 42,000 
last Monday a week ago; and the gentleman here from Kansas City 
said a lot of the cattle that came into the Kansas City market were 
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animals that should have been kept on grass or feed to put on more 
weight. 

Mr. Atsert. I think that would be correct, but you remember his 
statement. 

Mr. ANDRESEN. I.know up in our section the farmers are selling off 
a good many of the dairy cows because of the favorable pri ice “and 
shor tage of manpower on the farms. 

Mr. Rapesaven. You gentlemen understand that it takes time to 
shape up a herd to liquidate it. The second thing is we have gone 
through an extremely severe winter, and the cattle are not in the best 
condition to market right at this time. The third thing is that these 
men that are planning to liquidate are holding off until the last minute 
as much as they can, because they doa’t want to liquidate, they want 
to stay in the business. If there is no change in it, if we proceed as it 
now seems that we will, then they will liquidate. 

The CuarrMan. In other words, they are holding their cattle to 
see what Congress is going to do about extending this authority in 
Mr. DiSalle’s office, and if Congress doesn’t extend it, they can stay in 
business. If Congress does extend it, and these orders do come into 
effect, do you think they will get out of the business? 

Mr. Rapreraueu. | know they will. They are making plans to do 
it now. 

The Cuarrman. There wouldn’t be any point in rushing to market 
now because they can wait until June and rush in in July and August. 

Mr. RapesauGcu. With more weight on the cattle. 

Mr. ANpDRESEN. May I point out, Mr. Chairman, that because of 
the limitation on the slaughter a packer will have to stop buying the 
livestock as they come in, and if it floods the market, there w ill be a 
lot of cattle on the market with no buyers for it. 

Mr. RapesauGu. That is correct; yes, sir. 

Mr. Anpresen. And your price will go down temporarily. 

Mr. Rapresauau. Yes, sir. That is our situation, gentlemen. We 
just are kind of sitting on a cake of dynamite, not knowing what to do. 

Mr. AnpDrRESEN. Florida is developmg into quite a cattle State, as 

understand it. 

Mr. Rapesauau. Yes, sir; we have come up to twelfth in the 
Nation in numbers. 

Mr. ANprESEN. What weight do you generally market those cattle 
as either feeders or stockers? 

Mr. Rapesauau. From 4 to 5% is the usual weight. 

Mr. ANprEsEN. You keep the cows for several years to produce 
the calves and you generally market the calves and keep the cows? 

Mr. RapEBAUGH. ‘Yes, sir; we add to the lower end and cut the old 
cows and the slow -produci ing cows off the top end each. 

Mr. ANprEsEN. Do you “generally keep the heifers for breeding 
purposes? 

Mr. Rapesauau. Yes, sir; wedo. And the last 2 years particularly 
we have kept heifers that probably we shouldn’t have kept, trying to 
build up the volume on this. 

We feel that the regulation effective May 20 is very discriminatory 
against the range cattle producer of the South. As stated previously, 
most of our cattle fall below the Good grade and the wide spreads 
granted under the order take off value very sharply on the lower 
grades, which coupled with the increased operating expenses detailed 
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above, constitutes a real threat to the further development of this 
important industry in our State. I feel sure that the three roll-backs 
against cattle between now and October 1 will undo the work of thie 
last decade in building up our cattle industry. 

The immediate effect will be to drastically decrease the tonnage of 
meat produced in our State because, as above pointed out, calves will 
be marketed from slightly over 200 pounds in weight, when ordinarily 
these calves would be held until they attained a weight of better than 
400 pounds. There will also be a decrease in calves produced for 
the next year as the breeding herds are decreased through sale and 
liquidation. 

The CHarrMaNn. We thank you very much for your statement. We 
will now hear Mr. Sylvan Friedman, former president of the Louisiana 
State Cattlemen’s Association, of Natchez, La. 


STATEMENT OF SYLVAN FRIEDMAN, VICE PRESIDENT OF THE 
AMERICAN NATIONAL CATTLEMEN’S ASSOCIATION AND FOR- 


MER PRESIDENT OF THE LOUISIANA CATTLEMEN’S ASSOCIA- 
TION 






Mr. FriepMan. Mr. Chairman and gentlemen of the committee, 
my statement will be very brief. I would like to read it into the 
record and will be glad to try to answer any questions. 

The CHarrMAN. Proceed. 

Mr. FriepMan. I am vice president of the American National 
Cattlemen’s Association and former president of the Louisiana 
Cattlemen’s Association. 

I live at Natchez, La. I have been a pasture cattle operator for 
14 years. We ordinarily sell 400-pound calves and such calves as [| 
last sold, last fall, brought from 32 to 35 cents. At the present time, 
under the new regulation effective May 20, I do not believe these 
calves would be permitted to sell above $27.30, which is the maximum 
price for Commercial grade cattle and the poor end of the calves 
would go down into Utilitys at a maximum price of $21.80. When 
you consider that on top of this reduction there are two 4% percent. 
reductions to follow August 1 and October 1, respectively, you have 
to take off almost 10 percent from the prices mentioned above. This 
is assuming that the roll-backs on August 1 and October 1 will be 
evenly distributed across the board instead of showing rank dis- 
crimination against the lower grades, the kind of cattle that are gen- 
erally handled in the range areas of the South, as has been the case 
in the order effective May 20. 

1 am mindful of the fact, too, that there is no assurance that this 
is the end of the roll-backs. I understand that Mr. DiSalle was 
questioned on this point and refused to give any assurances. I am 
not sure how valuable such assurances would be even if given, because 
his office and the Office of Economie Stabilization, headed by Eric 
Johnston, have repeatedly stated that no roll-backs were contem- 
plated which would lower prices more than necessary to compensate 
for the advance in cattle prices since the freeze order was established 
late in January. 

The immediate effect of these orders will be to cause many of our 
stockmen to sell their calves early this summer in order to avoid the 
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August 1 roll-back and this, of course, will be at the expense of tonnage 
for the summer. The calves are in salable condition at a weight of 
around 300 pounds but it has been the custom, encouraged by the 
Extension Service and our own association, to hold them in order to 
produce this additional weight. 

As to future production, these combined roll-backs will make it 
difficult, if not impossible, for new operators to go into the business. 
Their costs of operation are not being rolled back, and you cannot 
take it out of the operators at both ends without effecting future 
production of beef. 

As a matter of fact, some of the people who have gone into the cattle 
business recently with high-priced land and high-priced base herds 
will undoubtedly be forced to liquidate. Well-established operators 
who land costs and operating expenses are lower will probably try to 
stay in the business, barring further roll-backs. 

Louisiana has made much progress in cattle production in the last 
decade or two but we are still far below a self-sustaining basis on meat 
production. The DiSalle orders will put a crimp in our program tos 
make the industry a self-sustaining one and, in my opinion, will set 
that program back many years. 

The CaarrMan. Thank you very much for your statement. 

Mr. Ausertr. Your situation is somewhat like that of the gentle- 
man from Florida. 

Mr. FrrepmMan. Except ‘I believe our cattle—Florida practically 
has the same number sold each year, but I believe our dollar volume 
from cattle is a little higher because | believe our quality is a little 
better. 

Mr. Horr. Do they agree with that in Florida? 

Mr. Frrepman. I don’t know. 

Mr. Atserr. You are closer to the pastures of Texas. 

Mr. FriepMan. We are a pasture State from the center of the State 
northward and the Red River and the Mississippi River Valleys, and 
we have some very good pastures that have a high carrying capacity 
in the spring, but we have quite a feed bill in our mother cows in the 
winter to take them over. 

Mr. Horr. What breeds are most common down there? 

Mr. FrrepMan. Native type Herefords. They are not the west- 
ern type Herefords you think about, but a Hereford cross has been 
bred up through the vears by using registered sires and common cows 
and keeping replacement heifers. 

The CHarrman. Thank you very much, Mr. Friedman. I will 
next call on Mr. H. E. Slusher, president of the Missouri Farm Bureau 
Federation. 





STATEMENT OF H. E. SLUSHER, PRESIDENT OF THE MISSOURI 
FARM BUREAU FEDERATION 


Mr. Stusner. My name is H. E. Slusher, president of the Missouri 
farm Bureau Federation. In partnership with my son I operate a 
500-acre grain and livestock farm in Lafayette County, Mo., east of 
Kansas City. 

1 want to thank the committee for this opportunity to express my 
own personal opposition, as well as that of my organization, against 
the recent price roll-back order as applied to meat. 
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I want to be recorded as against price controls being imposed upon 
any commodity which has not been proven to be in short supply nor 
which has not been proven to be under the centrol of any monopoly. 

Certainly neither of the above can be applied today in the case of 
meat. The Secretary’s figures show that there was a prospect for 
3 to 5 pounds more meat per capita this year than last. There is no 
monopolistic control over the production of meat. Producers make 
plans well in advance of the time of marketing the finished product. 
When finished the consumer gets it regardless of price. There is no 
storing until a future day. When the producer leads his cattle into 
the truck or railroad car to ship to market that is the end of his 
control over them. Very rarely does a producer make the mistake 
of returning his stock to the country if he finds a bad market. He 
just can’t win when he tries it, good or bad he takes the break as he 
did on April 30 and May 1 when cattle prices broke from $1 to $4 a 
hundred. 

I happened to be in Kansas City on Tuesday, the Ist of May, and 

,you would have thought we were in the throes of a panic the way that 
livestock market was operating that day. 

Sometimes a producer can decide to sell on an earlier market his 
unfinished meat when he is afraid of price roll-backs by Government 
administrators but you can scarcely call this monopolistic. Producers 
would not all agree and act as one operator. 

I insist that it is not fair for the Government to single out one 
commodity on which to place controls in order for the consumer to 
have more money to buy things which he wants but does not neces- 
sarily need. 

More people, even in administrative positions, agree that if we avoid 
a third world war we will keep up the fight in Korea for an indefinite 
period, not 2 years, but 5, 10, or 15 years. If this be true then we 
must do those things which will really cure the causes of inflation, not 
rolong inflation. ‘Those cures you gentlemen have been told by 
Mr. Kline, by Mr. Hill, and many others who have appeared before 
you. You acknowledge the soundness of that program. Only the 
administrators say give us 2 years of controls and supply will catch 
up with demand. Since when did controls ever stimulate production? 
By their very nature they decrease production. That is why the 
Farm Bureau has taken the position that it has. Controls hit at the 
very foundation of inflation cure. Once imposed there is no time when 
it is politically expedient to remove them. 

Let us be realistic about this problem. Mr. DiSalle says give him 
2 years of meat price controls and the problem will be solved. You 
haven’t had a person testify before you who said that with the price 
roll-back now ordered that there would be more meat available per 
capita in 1952 than there was expected in 1951. If this is a fact and 
labor still has the high level of income in 1952 that it has in 1951 will 
you get rid of price controls. You will not. You wouldn't dare. 
Instead you will have coupons and rationing. 

Now let us assume that somehow or other Mr. Stalin should call 
off the war dogs and we should suddenly find our industrial productive 

forces overmanned. With incomes falling, again you would not find 
it expedient to throw out price controls for the clamor would be loud 
and long for cheaper food. 
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One more fact which I think you men should consider in letting the 
present price control law be extended or not extended is the evidence 
that farm prices taken as a whole are not too high. The consumer 
still ean make a choice and can eat exceedingly well compared to the 
rest of the world. For 10 years farm prices in many categories have 
been at or above parity. Has that fact kept farm boys on the farm? 
The records show that there has been a steady decrease in the farm 
population during that period. Net farm income declined 25 percent 
in 1950 as compared to 1949 and 1948. Why should this country 
advocate cheap food at the expense of some 4 million producers? 

The present roll-back in meat prices is estimated to cost the pro- 
ducers $700 million. ‘The consumers are estimated to get one-half of 
that and the processors the other half. This means that the 14 million 
people who eat meat would have to their credit $2.50 each. I ask you 
in all sincerity can you justify such a program. If the consumers 
could be made to understand how un-American such a program is, 
would they support vou in it? 

Now, gentlemen, because Mr. DiSalle’s testimony before the Senate 
Banking and Currency Committee—and I heard him yesterday— 
showed so completely his lack of knowledge of beef production, 
I would like to state for the record that there are hundred of thousands 
of head of cattle bought from January to March to go into the feed 
lots or on grass in this country to be brought back to market at a 
later date as finished beef. That was true this year as it has always 
been true. 

My brother, who is not a large operator, has always bought his 
ealves in February or March, fed them on corn or grass, and sold 
them in December or January. This vear he paid 40 cents per pound 
for 80 head of 550-pound short yearling steer calves, which he estimates 
will lose him $5,000, not because of bad judgment on his part but be- 
cause the Administrator insists upon making an example of beef under 
title [V of the Defense Production Act of 1950. 

In my own operations my son and I buy our calves either in October 
or November or wait until February. This vear we bought in October 
and paid 35 cents for them. By taking full advantage of brome- 
alfalfa pasture during the grazing season and feeding 40 bushels of 
corn with supplement, we can make Good to Choice beef by December. 
Our records show that, when we can sell at the purchase price per 
pound, we break even on our operations. When the price per pound 
is less, we lose; and, of course, any increase over the purchase price 
gives us a profit. Under the present roll-back there will be, of course, 
no profit. He did not mind gambling on the demand, the weather, our 
ability to avoid losses by sickness or death, but when we have to gamble 
upon what the Price Control Administrator will do, we just can’t win. 

Missouri has launched an intensive pasture-livestock program in the 
past few years as a part of our balanced farm program. Such a pro- 
gram is good for our soil, it was good for our farmers, it was good for 
our consumers. It would mean a better-fed, healthier people. 

The present roll-back in meat prices will in no way help that pro- 
gram. We have talked a lot about meat prices. This is not really 
the issue. The real issue is inflation control, or rather, let us say, cure. 

Again I repeat, you men know full well what that cure is. It takes 
real courage to approach the issue from that angle. 
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What happens to the productive capacity of this country can well be 
determined by whether the Congress, under the leadership of you men, 
who so well know what is at stake, refuses to let title IV of the Defense 
Production Act be continued after June 30. 

I insist that this is neither the time nor the country to impose such 
productive limitations upon her people. 

The Cuarrman. Thank you, Mr. Slusher. 

Mr. Stusuer. I would like to make this further statement, Mr. 
Chairman, if | might. This boy of mine rather insisted that we ought 
to get rid of our cow herd and take it from the angle of buying calves 
and feeding. He was in the Army 6 years and came back to operate 
this farm, which of course, made me very happy, since it is a farm 
which has been in the family since 1828, and he is the last of the line 
who is going to operate it. 

Well, Mr. DiSalle talked about over a period of years these sub- 
stantial, well-established operators could weather a storm like this and 
it wouldn’t affect them too much, just be a part of the gains and losses 
over the period. 

Now, in my boy’s case—and there are hundreds of others—the 
aren’t going to weather the storm unless somebody helps them. His 
answer to the problem is that it might be better for him to go back 
into the Army and let Uncle Sam take care of him. . 

I rode out here in a taxi today, and in my conversation with the 
taxi driver we discussed meat prices. He said that Saturday he went 
down to the store where he buys his meat to get some meat and the 
told him it was 69 cents a pound, corned beef—he says that is generall\ 
what he feels like he can buy. The dealer called him in and said, “| 
want to show vou something.’’ He said, ‘‘“Monday under the price- 
control order I can charge you 79 cents a pound for this 69-cent corned 
beef.” 

Something seems to be radically wrong when we talk about cheap 
meat and we try to fix it so everybody can eat steaks, whereas your 
cheaper cuts, which people have a choice in buying, they have to pay 
more for them under this program. 

There are 50 cuts that the retailer has to determine what his price 
will be. 

Mr. Horr. Mr. Slusher, that brings up a statement which you 
made in your prepared remarks in which you say that the consumers 
are estimated to get one-half of this roll-back and the processors the 
other half. You are speaking of the whole series of roll-backs? 

Mr. SitusHer. That is right, the 10-percent roll-back supposedly is 
to take care of the inefficient packers now. 

Mr. Hors. The consumer isn’t getting anything out of that, and 
the taxi driver to whom you referred, who is buying corned beef, in 
most cases he will have to pay more for the lower-priced cuts of meat. 

Mr. Stusuer. That is right; under the rearrangements of price 
ceilings on the various cuts—I haven’t studied just what that change 
is, but apparently the cheaper cuts—we read the same thing in the 
paper Tuesday here in Washington—cheaper cuts are to be marked 
up, and the T-bones and sirloins, the good steaks, are to be marked 
down. 

Mr. Hope. In the over-all the consumer will not get any benefit 
whatever from this order except the consumers of high-priced meats 
and the consumers’ pocketbook; the consumer whose pocketbook 
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requires that he buy the aoWrer-ptIO ed meats will pay more. Is that 
the effect of this order? 

Mr. Stusuer. That is right. 

The CHarrMAN. Why would the packers of this country continue 
to lose money and why would they buy cattle at a price when they 
couldn’t sell at a profit?) I have some misgiving in my mind about 
whether or not these packers are losing money. 

Mr. StusHer. I have that same question, Mr. Cooley, and I have 
had the feeling if a packer can operate in a free market he knows what 
he can pay for his live animals, based on the retail price. Why can’t 
he do that same thing with the retail price ceiling? He knows what 
he can pay for meat. 

The CHarrMAN. I mean in your statement here you pointed out 
the fact, which we all know, that when a farmer loads up a truckload 
or a carload of cattle and sends them to the market, so far as he is 
concerned it is good-by cattle when they leave his farm. 

Mr. StusHer. That is right. 

The CHarRMAN. He can’t afford to bring them back. He has no 
control over the price. He puts them out in the stockyards and they 
are sold. Now, a packer doesn’t have to buy the cattle if he can't 
sell them profitably. 

Mr. Stusupr. He doesn’t, either. 

The CHarrMAN. If he doesn’t pay up and pay more than he should 
pay, then is he getting hurt? Before I would agree with Mr. DiSalle’s 
first order, I want to see some records from the packers to prove that 
they are losing money. I honestly don’t believe they are losing 
money, and I don’t see why they should. 

I can understand the feeder situation. Where he has gotten caught 
because he bought cattle at 35 cents and has to sell them at a lower 
price, I can see how he will be hurt, but I don’t see why the packer 
would pay more than he can justify. 

Mr. ANpRESEN. Will the gentleman yield? 

The CuarrMan. Mr. Andresen. 

Mr. AnprEsEN. There is tremendous competition in buying these 
cattle from the farmers or from the commission men. After January 
27 the packer, in order to stay in business, had to buy the beef and pay 
the price. That is why he lost money. 

The CuarrMan. He didn’t have to buy the beef. 

Mr. ANprEsEN. He would lose his customers, and they would go to 
somebody else. 

The CHatrMAN. I don’t believe the people running the packing 
business will buy the raw product at a price higher than is justified. 

Mr. AnerNetHY. Don’t they buy them direct? 

Mr. ANpRESEN. Some do, but the price at which they buy direct is 
affected. The price is fixed at what they can sell it for. 

The CHARMAN. There was the same situation with regard to cotton 
> in World War II. They put it on the processed cotton textiles on the 
> assumption and on the theory that the manufacturer of cotton textiles 
would not pay the cotton farmer more for the raw product than he 
would be justified in paying under that ceiling. 

Now, if I understand it, from January to now the packers could buy 
but they would have to buy under the January ceiling. 

Mr. Suusuer. That is right. 

The Cuarrman. No ceiling on what they bought. 

84040—51——10 
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Mr. Stusuer. That is right. 

The CHarrMan. We didn’t have that situation during World War I, 
where we put a price on live cattle, did we? 

Mr. Stusuer. I don’t remember that we did. 

Mr. AnpresEN. The price that the packer or processor can pay 
depends on what he can sell it for. If there is a price ceiling on what 
he gets for his stuff, he can’t pay any more. 

The CuarrMan. He has a ceiling on what he can sell his product 
for and that is the only thing—I am arguing now for the moment 
that is the only ceiling that would be needed. 

Mr. Stusuer. That is my pos‘tion. 

The Cuarrman. You don’t put a ceiling on the farmer’s tobacco; 
you put the ceiling on the cigarettes; and the manufacturer will not 
pay the farmer more for the tobacco than would be justified by the 
price at which he can sell the cigarettes. 

Mr. ANDRESEN. You bave less on the tobacco. 

The CuHarrMan. You don’t need it on the raw product. 

Mr. AnprEsEN. The legitimate packer can’t afford to violate any 
regulation. 

Mr. Betcuer. There is a big customer in the market which is not 
bound by any ceiling at all. The United States Government, as | 
understand it, is buying meat above the ceiling price, and that permits 
the packer who sells to the Government to bid the price of meat up 
on the packer that does not have that market through the Government. 


Mr. Hope. That is an excellent point, and I think before we con- | 7 
clude these hearings we should have someone up here from the armed | 


services. 
Mr. Betcuer. That puts the squeeze on the little packer that 


doesn’t have the market to sell to the United States Government. | 7 


He gets outbid, and if he is going to stay in there he has to bid against 
a man who is selling on a price above which he can sell his product. 
The CHarrMAN. In these hearings we have assumed that Mr. 


DiSalle was giving us accurate information when he came in here 7 


and said the packers were about to be put out of business, their 
margins had been wiped out, and we have got to roll back the prices 
and take $700 million out of the producers to save the packers, to 
keep them in business. I am not convinced on that point. 


Mr. Bevcuer. I will furnish a cost sheet to show a couple of packers | 7 


are in that position. 

Mr. Horven. Mr. DiSalle in substance admitted that the only 
reason for the first roll-back was to take the squeeze off the packers. 
He further admitted that the processors largely were going to benefit 


by the roll-back and that the consumer would get very little, if | 


anything. 


Mr. Hopr. It was all the distributors. It would apply to the |7 


retailers and wholesalers as well as to the packers. 


Mr. Anerneruy. Did he say they were in the “red”? TI think the 7 
question was asked of him, “How many of the packers asked for this 


order?’’ And he said none. 

Mr. Horven. The import of his testimony was that he was taking 
care of the packers. 

Mr. Asernernuy. Off the record. 

(Discussion off the record.) 

The CuHatrmMan. Thank you very much. 
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Our next witness is Mr. Davis, of Minnesota. You are a State 
senator? 

Mr. Davis. | was. 

The CHarrMAN. You are welcome here. We are delighted to have 
your, sir. 
’ Mr. Anpresen. I might say Mr. Davis doesn’t belong to me. 
He comes from Carl Andersen’s district, but he is a regular feeder 
and knows something about livestock production. 
The CHAtRMAN. We are glad to have you here, sir. 


STATEMENT OF MILFORD DAVIS 


Mr. Davis. Mr. Chairman, my name is Milford Davis. We have 
been feeding cattle for some 30 years, and at the present time we 
have about 400 head or a little over on our farm of cattle we intend 
to market this summer, and a cow heard with calves, around a hundred 
head. 

We thought we would get into production and probably get away 
from purchasing cattle. I have 144 head of cattle which I put in 
the yard the latter part of February, weighing something in the 
neighborhood of 910 pounds, and I could have an accurate record on 
them for every cent of cost of operation. I want to market them 
within the next 30 days. I don’t have that data at the present time— 
it would not be accurate—but I would be glad to present that to the 
committee if they would care to have that. 

I can say that I feel that under the present condition we are going 
to lose some money on these cattle. They cost around 34 cents; 
they are Good to Choice cattle; and the weather in March and April 
was very poor; and the gain has: not been too good on these cattle up 
to the present time. However, they are finishing up good enough 
to go to nearly Choice grade. 

Mr. Horr. How much did you say they cost? 

Mr. Davis. Around 34 cents. 

Mr. ANpRESEN. Do you think most of them will be Choice? 

Mr. Davis. A few will be Choice. 

Mr. AnprEsEN. If they grade out as Good cattle, what is your 
estimate now as to how you will come out on that transaction? 

Mr. Davis. I feel sure we won’t make anything at all on the 
operation. These cattle probably wouldn’t sell over 35 cents at the 
most and probably 34. It takes a dollar to get them to market, so 
we will just about break even on our cost and get our gain. 

Mr. ANpresEN. Will you break even on the feeding costs? 

Mr. Davis. It will be mighty close. We are purchasing every bit 
of the grain, hiring the labor, grinding the feed, operations are all 
paid for, and we will have an accurate record on that. 

Mr. ANpREsEN. You are in the business to make a profit? 

Mr. Davis. Absolutely. 

Mr. ANprEsEN. What is your feeling as to the reaction of yourself 
and other farmers in your area if these roll-backs continue and stay 
in operation? 

Mr. Davis. We are a little frightened and confused, kind of wish 
we were out of this thing, and waiting for the thing to level off where 
we can get back in again. We are feeders and want to stay in the 
operation, of course. 
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Mr. ANDRESEN. Can you afford to stay in business knowing you 
will take a loss? 

Mr. Davis. Not the way it is going now. 

Mr. ANpRESEN. In other words, you would rather take your 
chances in the normal market with its ups and downs than be con- 
trolled by an agency in Washington where you are sure you will lose? 

Mr. Davis. That is right. I was on the advisory committee for 
the OPA in the State of Minnesota in the last World War. We 
fellows sat there and tried to send some thought of encouragement to 
the OPA office, Mr. Bowles as chairman. Finally at the close of the 
OPA days, or 3 or 4 months before, some of us came in rather dis- 
turbed because some of the advice we had sent here was not heede| 
at all. You will remember at the time that cattle were bringing, 
good cattle fed for maybe a year, were bringing within 50 cents or a 
dollar of cattle which were fed 3 or 4 months. 

When the OPA went off, those cattle were selling from 16 to 17 
cents, they climbed up close to 30. Well, we showed there that the 
thing was not right. The people in the West, in the Corn Belt 
feeding area, don’t have confidence in these controls; and I am afraid 
that they are going to be rather reluctant to stay in the game of feeding. 

Mr. AnpreseN. Will your tendency be to hold your cattle off the 
market if you have to take a loss? 

Mr. Davis. Well, you can’t do that in the feeding operations. 
You have a regular program. We purchase our cattle in the fall, we 
give them the feed and the grain, the grain we have gathered in the 
harvest season, and we run these cattle through and distribute them 
throughout the summer when the range cattle are not coming. 

It is very seldom that the grain feeder will come on the market with 
common cattle during the fall season because we are in competition 
with the range men. We may come in with choice grain-fed cattle, 
which would demand the choice kosher trade for New York, Boston, 
and the eastern trade, but as far as going out of the business, I know 
the fellows out there are reluctant, scared, and frightened. 

They can see that there is a decline in the price all the way through, 
no encouragement to go in it. 

The CHarrmMan. Any further questions? If not, we thank you 
very much. 

Mr. Davis. I would like to make one other statement. 

The CHAtrRMAN. Yes, sir. 

Mr. Davis. Throughout the Middle West so far our Government 
programs have gone along pretty well with our soil-conservation 
programs. Feeding cattle and feeding livestock is a soil conserving 
measure. Not only that, but we have in the Middle West byproducts 
of soybean meal, oil meal, and byproducts of our various mills in 
Minneapolis and throughout the Middle West where our grain is 
processed. 

We cattlemen take this byproduct and produce one of the finest 
products that the American people can enjoy—that is, beef and good 
beef. When we say “good beef,’’ we mean in the Middle West that 
our feeders produce the choicest meat that is available today. That 
is where it comes from, our grain and Corn Belt livestock products. 

You are not only going to disrupt the feeding business, but you 
are going to disrupt this other business, feeding the feeds produced 
by these other mills. There will be no market for it. I think you 
can see the point. 
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The CuarrmMan. Do you think this order is calculated to reduce 
the cattle herds of this country? 

Mr. Davis. What is that? 

The CuatrMANn. Do you think this order, these orders, are calculated 
to reduce substantially the production of beef cattle? 

Mr. Davis. If it has the same effect as the OPA did during the 
Second World War, it will, definitely. We have sat back and seen 
our beef cows and breeding cows go to market. 

We saw the numbers deteriorate tremendously, and the same thing 
is going to happen now, because there is going to be the demand for 
that kind of meat and we cannot in the Corn Belt compete with that 
kind of market that the public, the consuming, laboring man, is 
going to get. The consuming laboring man doesn’t buy diamonds 
and hundred-dollar suits of clothes. He buys the ordinary kind that 
will come from the range as grass fat. The only time that grass fat 
cattle come in is in the fall, and we grain men must take the by- 
products and the grain we raise on the farm and supply the meat 
for the remaining part of the year. It seems like we are the fellows 
that they are after. 

The CuarrMan. Thank you very much. We are glad to have you. 

We have one more witness here, who I understand will make a 
very brief statement, Mr. J. C. Petersen of Spencer, Iowa. 

Mr. Horven. May I state that Mr. Petersen is the president of the 
National Lamb Feeders Association. Although the problem of the 
lamb feeder may not be directly involved in this hearing, lamb pro- 
ducers are apprehensive of what future roll-back orders may be. 
Mr. Petersen, therefore, desires to make a short statement. 

The CHArRMAN. We will be glad to hear you. 















STATEMENT OF J. C. PETERSEN, REPRESENTING THE NATIONAL 
LAMB FEEDERS ASSOCIATION 






Mr. Perersen. Mr. Chairman, we don’t care to take up any of 
the time of the beef men, who are stating their case on a recent order, 
but we in the sheep and lamb industry are apprehensive of what is 
going to happen to us and therefore want to present our position. 
The situation which now exists in the sheep and lamb industry was 







> caused during the OPA days of World War II. 





I am interested in the feeding of sheep and lambs, and am president 
of the National Lamb Feeders Association. Our organization repre- 
sents feeders in California, Washington, Idaho, Utah, Montana, 
Wyoming, Colorado, Texas, all the Great Plains States from Kansas 
to North Dakota, and all of the Corn Belt States from Nebraska to 
Ohio and New York. Through common endeavor and interest, we 
also are associated with the small sheep, wool, and lamb producers 
of the Middle West and Southeastern States. 

| am also a member of the National Lamb Industry Committee, 
representing the feeder segment of that committee. Feeders annually 
take the supply of western range lambs not in slaughter flesh, feed 
and fatten them and market them through the fall, winter, and spring 
months in order to insure the supply of slaughter lambs the year round. 
The average feeder buys and fattens and prepares for slaughter about 
150 head. The average producer of the United States is a small 
farmer owning an average of 86 breeding ewes to the flock. I doubt 
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that within your deliberations you will find a more perfect example PF proc 
of the false belief that controls cure inflation than the illustration PF was 
provided by the sheep and lamb industry. may 
Our industry can be pointed to as a glaring example of the fallacies can ( 
and inequities inherent in price control methods. Ceiling prices were has | 
issued on wool 2 days after Pearl Harbor in 1941 at about 40 cents shee 
and all during World War II the price remained stationary below the shee: 
cost of production. farm 
Lamb ceilings were placed in August 1942 at $24.50 per hundred- tion 
weight for Good, $26.50 for Choice. These are dressed-carcass prices, 
also below cost of production, and no relief was given until the stopgap 
subsidy of 1945. : ° 
During this period of price control the greatest liquidation of num- FF W 
bers of sheep occurred in the history of the United States. In 1942 Fy COUn 
we had 50 million breeding cows. By January 1, 1950, because of [7 the f 
improper price regulations we had slaughtered 22 million breeding Py PU 
ewes and the numbers on hand January 1, 1951, dropped to the lowest FF Gi 
period since 1880, totaling 27 million head. : for - 
This slaughter of 22 million breeding ewes because cost of produc- [ prod 
tion was not recognized by the OPA is the best example of what [3 be 
happens under price control of agricultural livestock commodities. [ 
The slaughter of breeding ewes which for 20 years previous to OPA yg 
averaged 6 percent to the total slaughter, arose to 20 percent during hich 
OPA. The consumer suffered because of this reduction in supply. ny 
In 1942, we slaughtered 25 million lambs but in 1950 only 13 mullion me ; 
were available for consumption. aia 
Following the conclusion of World War II and the demise of OPA ag 
over 500 million pounds of wool which was the stockpile accumulated -” 7 
during the war from foreign and domestic sources hung as a threat nee 
over our market. Even as late as March 1948, 250 million pounds of haa I 
wool were still being held by the Commodity Credit Corporation. perhay 
The United States Tariff Commission has provided information ahs 
relative to the cost of production in Western range States. These Rae 
figures showing loss to producers in 7 years of the last 10 are attached “sh 
in appendix A. When production dropped in Western range States Ww 
our feeder farmers were unable to buy lambs and convert feed available re 
into meats. ‘This industry is not decadent. me ¥ 
The Department of Agriculture estimated we had an increase of |- Mid 
about a million head over the year, January 1, 1951, and they estimate |~ of th 
up to 2 million head increase this comimg year provided we don’t go t] ms 
= controls. We are now operating under a wool price ceiling, are 
~35. me crow 
We have heard a lot about the beef roll-back. Very little attention [- ei 
has been paid to a roll-back in the price of wool approximating 40 oH 
cents clean basis and 20 cents per pound in the grease, which occurred | % ~ SI 
within the last 10 days. What we are wondering is whether we are to | @ 4), 
assume that we are to operate below the foreign price of wool—in other [7 Nine 
words, what our Government is paying for foreign wool. | Peg 
For the past 10 years we have lived within the threat of Governntent 
roll-backs, ceilings below cost of production levels and a Government 
stockpile of wool wkich resulted in a stagnant market. Coincident 
with the conflict in Korea came the startling realization that liquida- 
tion in this important industry had gone too far. The Armed Forces 
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procurement services realized that increased domestic production 
was not only desirable but a strategic necessity. The submarine 
may patrol the sea disrupting our wool imports but no submarine 
can disturb our domestic production. The Department of Agriculture 
has estimated that the feed reserves and types of feed available for 
sheep which is mostly roughage should result in an increase of domestic 
sheep production to 38 million head. The increase in stock sheep on 
farms, lambs on feed, federally inspected slaughter and wool prodne- 
tion is attached in appendix B. 
















INCREASED PRODUCTION IS THE ANSWER 






We have only had about 143 years’ uncontrolled production in this 
country. For the first time, producers and feeders are able to note 
the free law of supply and demand on their product. Because of this, 
prices have advanced sharply both in wool and lamb. 

Growers and feeders have become aware of the necessity of wool 
for strategic military purposes and the need for consumers of heavy 
production of meat. 

Accordingly, all ewe lambs and yearlings ewes are being saved for 
production. The Department of Agriculture estimated that on 
January 1, 1951, there had been an increase of 1 million head. For 
the current year, if we kept free from controls the estimate ranges as 
high as a 2-million head increase. 

During the period when ewe lambs are being saved for productive 
breeding purposes the supply of slaughter lambs decreases and that 
is why it is so important for this committee and Congress to determine 
its approach to livestock and meat problems on a long-time basis 
and not day-to-day. During the period when ewe lambs, heifer 
calves, and gilts are being saved the supply of meat might tempo- 
rarily be reduced, but if livestock producers have confidence that the 
price of their products will not be rolled back to a point below cost of 
production levels and when the proper incentive is given without 
Government regulation and control they can increase the number of 
livestock to a sufficient amount. 

We can note now a tremendous revitalization of the domestic 
sheep industry. In the western range States all of the available 
whiteface ewe lambs were kept last fall for breeding purposes. The 
Middle West and the Southwestern States took a tremendous supply 
of the blackface ewe lambs from western range States and have placed 
them in production. For the first time in history, Idaho and Oregon 
growers are marking their blackface ewe lambs in order that they 
can be sorted off and sold to the trade for breeding purposes. These 
are especially desirable because they will produce lambs in the first 
year’s breeding purposes. 

Sheep and lambs are highly desirable in the livestock program of 
the United States at the present time as they can conserve feed grains. 
Ninety-five percent of the feed fed to lambs annually is roughage in 
one form or another. We can, through approved feeding practices, 
convert beet tops, beep pulp, alfalfa hay, wheat pastures, corn 
silage, and Middle West pastures into meat. 

We subscribe to a full production program and our feeders should 
not have the chilling effect of Government price regulations hampering 
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their efforts to produce. There should be no restrictions on lam) 
weights and we can increase the amount of pounds of lamb per capita 
over normal practices by making our lambs heavier in weight yieldin 
an additional 60 million pounds annually. 

Through control of parasites, elimination of feed lot diseases, en- 
couragement of research and experimentation, we should have tli 
opportunity to increase production, which is the American way. It 
is true that feeders made money last year and it came about through 
the increase in the value of inventory during the feeding period. 

What determines our costs of operation are feed and labor. At- 
tached as appendix C are the cost records on the feeding of lambs at 
Iowa State College during 1949, 1950, and 1951. The college, how- 
ever, does not include labor costs nor charges for management and 
interest on the money invested. There has been a great deal of dis- 
cussion about feeding costs. Of necessity they are continually chang- 
ing, depending on current conditions. 

Attached to this record as appendix D is a summary of the cost of 
feeding California lambs in the Corn Belt, which would show a cur- 
rent loss of $2.41 per hundredweight and the cost of feeding Texas 
wethers which also would show a loss under present feeding costs. 

At the present time the sheep and lamb industry is operating under 
the recent roll-back order on wool, CPR 35, and the General Price 
Freeze Order of December 19, 1950, to January 25, 1951, on meat. 
The roll back on wool clean basis totaled approximately 40 cents per 
pound or 20 cents per pound in grease below the high time reached 
when our Government was buying wool in Australia and foreign 
countries. 

We are absolutely opposed to ceiling prices on wool unless worl 
prices are controlled, because OPA price policies during World War I! 
forced the reduction of our domestic prices to where we had to be de- 
pendent upon foreign supply and as a result we are now paying through 
the nose for the unwise policy of not allowing domestic producers 
cost of production during World War IT. 

In the Administration bill for extension of wage and price control, a 
request is made for an appropriation to be used to pay “differential 
subsidies.” This is another threat to the producer of domestic sheep 
and cattle and will discourage him more than ever. It is proposed 
that a Government agency would have money appropriated in order 
to buy foreign hides and foreign sheepskins at a high price in foreign 
countries and sell them to tanners in this country at a loss, thereby 
paying in effect a subsidy to foreign growers of cattle and sheep with 
money raised from the United States taxpayers. 

The ceiling price on domestic hides runs from 29 to 32 cents, whereas 
the foreign price today is 50 cents per pound. When Mr. DiSalle was 
asked the question on which commodities he expected to apply them, 
he answered “Along with others, wool.’’ Are we to assume that tlie 
American wool sittieisie is not entitled to a price equal to the foreign 
market when the reduction in domestic numbers came about through 
OPA price policies in the last war caused a 45 percent liquidation of 
breeding stock in this country. 
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Prices of meat are at present levels—not because of a lag in produc- 
tion—but because of record high incomes and spending of consumers. 

According to the Department of Commerce, personal income in 
March was at the record high annual rate of $242}; billion. 

This reflects an increase of $1,200,000,000 over the previous high 
of February and $23,200,000,000 over March 1950. The Department 
reported the rise resulted from continued increases in wages and 
salaries. 

It certainly must be evident now that you can’t hold the line or 
roll back prices on livestock on one hand and allow incomes to advance 
on the other. 

In conclusion, our organization respectfully calls to your attention 
the fact that price controls during World War II caused excessive 
liquidation of sheep and lamb numbers from 50 million to 27 million. 
The alternative is a strong, virile livestock production program de- 
signed to gain the confidence and support of farmers throughout the 
United States. Coupled with a sound Government monetary and 
fiscal program planned to control inflation, the sheep and lamb indus- 
try can be depended on to do its chore in the defense mobilization 
effort. 

Mr. Chairman, I would like to offer the tables in the appendix 
attached to this statement for the record. 

The CuarrMan. Very well, we will be glad to have that material 
for the record. 

(The material referred to above is as follows: ) 


APPENDIX A 


Wool, sheep and lambs: Reported or estimated income, cost, and profit or loss, for a 
number of ranches in a specified number of States, 1940-46 and 1948 


Per head of sheep inspected 


| 
| Cost includ- | Profit or 
| ing interest | loss 


Income 


| | 
. 26 | . 32 | 
5. 83 | . 86 | 
. 57 | ». 43 | 
. 96 | - 08 | 
3. 66 | 88 | 
3» 85 | 
. 68 | 
10. 83 
10. 12 
13. 54 








| Western South Dakota, Texas, and the Far West (Montana, Wyoming, Colorado, New Mexico, Arizona, 
Nevada, Utah, Idaho, Washington, Oregon, and California.) 
? The foregoing States exclusive of Washington. 
* The foregoing States exclusive of Washington, California, Arizona, and New Mexico. 
‘ The foregoing States exclusive of Washington and Arizona. 
’ End of estimated income, costs and profits by United States Tariff Commission. 
* University of Wyoming, cost studies for that western area. 
:; pay a high, receipts low in 1949 due to severe blizzard, larger feed bills, low lamb crop (70 percent) and 
Geatn loss. 
* About 1,000,000 head increase in stock sheep no doubt because of profit position. 


Source: United States Tariff Commission, University of Wyoming. 
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APPENDIX B 

































Federal inspected slaughter Wool pro- 
duction 
Stock | total 
| Percent- 
, | Sheep on | Lambs | > ~ grease, 
Year farms on feed | oo ry total United 
Jan. 1 Total | 3 Ewes States 
| year- 
ee produc- 
| | angs tion 
| i a Pa } eee —s 
! 
| 





sands | Millions 


Thou- Thou- | Thou- Thou- 








een ee a. 2 mee at ees a ieee | ae eS 425.3 
Cnt Nee i ae. | 45, 463 5,885 | 17,241 | 16, 137 1, 104 6.4 
SOS ET Te ER EAR | 46, 266 5,841 | 17,351 | 16, 253 1, 098 6.3 

eke Paeyre pain tatinacs 7, 441 6,479 | 18,125 | 16, 980 1, 145 ee 

AEE ES IEEE | 49,346 6,867 | 21,625 | 18,811 2,813 . 3 § 
SET a | 48, 196 6,954 | 23, 363 4, 897 21.0 444.0 
ASE an ais | 44, 270 6,512 | 21,876 | 18, 263 3, 613 16. 5 411.8 
5 ROLE Seek Be : 20.9 378.4 
EES EE ARR 16.8 341.2 
SEE Pe TLE 13.8 308. 3 
SR EPL SEN 16.0 280. 5 
lit Seb A RS RACES 10.0 253.3 
heinbodectcsenincnancscns] MENS |) pM a OUR ODEs Lehn 9.9 252.5 

















1949—Financial, shipping, and slaughter record of the lambs at Ames 


{Lambs fed 84 days and appraised Jan. 21,1949. 48 lambs in each lot when feeding began. Cost of all lambs 
and feed eaten by lambs which died was charged] 










| 






2s ee ee eee eee | Ill W444 VI 
Rete SSS ee CR ae | Check | Check | Sulfur | Sulfur | Bacte- | Bacte- 
Number of living lambs Jan. 21________ 47 47 45 46 45 48 





| rin rin 
| 
| 










Feed cost of 100 pounds gain-___-........_........-...| $16.05 | $16.54 | $19.31 | $18.14 | $17.93 | $15.05 
Initial cost of lambs at Ames per hundred____._..__...| $24.60 | $24. 60 | $24. 60 | $24.60 | $24.60 | $24. 60 
Necessary selling price per hundred at Ames to pay | 

LL |. RT Saee | $21.94 | $22.21 | $23.18 | $22.76 | $22.74 | $21.49 
Selling price per hundred at Des Moines, Iowa._.____- | $24.25 | $24.50 | $24.25 | $24.50 | $24.35 | $24.50 


Selling price per hundred at Ames based actual shrink | 





b of half the lots plus trucking. _..._......-....-.--_-. | $23.80 | $24.05 | $23.67 | $23.92 | $23.68 | $23.83 
Margin or loss per lamb over feed costs. _._......-...-| $1.91 | $1.87 | $0.50 | $1.18 | $0.97 2. 43 
Cold-dressed yield based on Des Moines weight, per- | 

cent ! eS * See dF eee) 50.1 









ee __ | =akeeree | ae 
pia iiiao em __ ES | eae 




















1 Feed prices charged: Shelled corn, $1.25 per bushel; flour sulfur, $0.03 per pound; soda, $0.035 per pound; 
other feeds, ton basis: hay, $25; linseed meal, $90; mineral mixture, $80; block salt, $20. 
2? Lambs from 3 lots slaughtered by Iowa Packing Co. on Jan. 21. 


Notr.—Inasmuch as the differences in feed consumption and gains of the living lambs were slight, the 
differences in costs and margins are due to death losses. 
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Financial shipping and slaughter record of the lambs; lambs fed 89 days and graded 
and sold on Jan. 9, 1950; 48 lambs in each lot when feeding began; cost of all 
lambs and feed eaten by all lambs was charged 





| | 
Lot number. I | Iv t VI 
Lot designation Me- N ry | Beary : wery 
oy orn | corn | “corm. 
Number of lambs marketed 48 45 48 





ae 


_ 

Feed cost of 100 pounds gain ! - $18.84 | $21.71 | $21.02 | $18.8 . $16. 04 
Initial cost of lambs per hundred at Ames_-.-- 23.85 | 23.8 23.85 | 23.85 | 23.85 23. 85 
Necessary selling price per hundred at Ames to pay 
for lambs and feed - 22. 26 23.11 . 45 21. 21. 43 
Selling price per hundred at Des Moines 23. 00 23. 23.30 | 28. .8 23. 69 
Selling price per hundred at Ames 22. 43 22. 80 te 22. 6 23. 30 
Margin or loss per lamb_- .18 —.32 ‘ . 56 1.88 
Cold dressed yield based on Des Moines w veights, per: 
cent 2 ‘ ’ 49.8 ’ : 52.0 

Grades: 
Carcass: ? 


ralie 3 








RD 2 sinabaeaniate 














1sFeed prices charged: Ground shelled corn, $1.20 per bushel; other feeds ton basis; alfalfa meal, $50; linseed 
meal, $80; chopped hay, $25; minerals, $70; salt, $20. 

? All lambs with the exception of those in lot I were trucked to Des Moines on Jan. 9 and slaughtered on 
Jan. 10 by the Iowa Packing Co. 

3 Estimated. 
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APPENDIX D 


250 lambs, average 85 pounds at $37 per hundredweight, delivered__ $7, 862. 50 
Fe 7) d: 





500 Rushes Bi O10 —oorn.. 55 =e $800. 00 
Alfalfa hay, 22,500 pounds, at $20 per ton____ 450. 00 
Supplement, 3,000 pounds, at $3.50 per hundredwe eight __ 105. 00 
ad 1, 355. 00 
Other expenses: 
PES Se er Sater Acree ers Se eee - 225. 00 
Use of equipment. + EE te Ee ee ee Ne See ..-. 2&0 
Building -liemgama ee ee neta wn om _ 20.00 
Vaccination _ aa ie anaaw asians, Se 
Interest for 60 days_ et en Cee. a 78. 62 
Freight and selling expenses______......-._..--__-__- 393. 75 
—_—-—— 817. 37 
Total cost __---- Sanpete ey A) pee 2. a “10, 034. 87 
Lambs gained one-third pound per head per day for 60 days with 3 percent 
death loss. Total selling weight, 25,460 pounds. 
Cost of fat lambs delivered to Chicago_________________.-_--__-_ ee $39. 41 
Chicago $00 sormim imine, ‘May 14. 1061. .:...... 5.52 eee 37. 00 


STR me Shs cork poet, a 
TEES ER See cre 613. 58 


Loss per hundredweight 
Total loss on carload 


Cost of feeding Texas wethers 


250 Texas wethers, 70 pounds, 17,500 pounds, at 28 cents-____.____ $4, 900. 00 

Corn, 2 pounds per day, 120 days, at $1.56 per bushel---_- $1, 670. 00 

Grass _ __ - Sia Seale Lainie Ae, Sa ee 200. 00 

Suppleme a rec een 210. 00 

WAGER oe aoe oo see os ob owt eal teen weno ans 75. 00 

Depreciation on equipment --___..-.--....--.------- es 45. 00 

Labor, 3 hours per day, at $1.25 per hour_____- ae oe 445. 00 

Intoress, auneroeit, LAO ORVE. 8 on ene nee 81. 67 

Freight and selling expense... _.............-...-.---.- 262. 50 
RMN at kh tr Pea al oon ea ke Akane nee 2, 989. 17 
Ota tele ong wis Ce ait tid a a Seats kee a om 7, 889. 17 


Lambs weighed a total of 23,750 pounds with a death loss of 712 pounds, net 
selling weight 23,038 pounds. 

23,038 pounds at 28 cents, Chicago basis, equals $6,450.54, loss $1,438.63. 

23,038 pounds at 32 cents, Chicago basis, equals $7,372.16, loss $517.01. 

Mr. Perrersen. I have here the cost sheets for lamb-feeding results 
of the past three seasons, also cost sheets and losses which will be taken 
on the feeding of California lambs and Texas wethers, which is now 
the current feeding operation in the lamb industry. 

The CuarrmMan. Thank you very much. We are glad to have you 
with us. 

That concludes the witnesses for today. I have been advised the 
House meets at 11 o’clock tomorrow morning, and we have Secretary 
Brannan scheduled to be here at 10 o’clock with Mr. O. V. Wells and 
others. I would like to urge the committee members to be here at 
10, and we will start promptly. 

(Whereupon, at 4:25 p. m., the committee adjourned, to reconvene 
on Thursday May 17, 1951, at 10 a. m.) 
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THURSDAY, MAY 17, 1951 


Houser or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a.m. in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CHarrMan. The committee will please be in order. 

We have with us this morning the Secretary of Agriculture, Mr. 
srannan. We are delighted to have you, Mr. Secretary. We shall 
be glad to hear what you have to say concerning the subject of our 
hearings; that is, the roll-back order on beef prices. 

I would like to ask the members of the committee not to interrupt 
the Secretary while he is presenting his prepared statement, which 
should be presented in a very brief period of time. After the pre- 
pared statement is presented, we will have questions, but, Mr. See- 
retarv, on account of the fact that the House is in session we will 
probably have to adjourn this meeting earlier than otherwise it 
would be adjourned. The House meets at 11, and we will probably 
go on for about an hour and adjourn around 11:15 or 11:20. 

We will be glad to hear you, sir. 


STATEMENT OF HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE 


Secretary Brannan. Mr. Chairman and members of the com- 
mittee, may I say that from the standpoint of the folks in the Depart- 
ment and myself we have attempted to accumulate and today make 
available to the committee, to the Congress, and to others who are 
interested such facts, basic material, statistics, and information as is 
available and which we hope will shed some light on the problem. 

There is also present with me today Mr. Wells, of the Bureau of 
Agricultural Economics; Mr. Karl Fox; and Mr. Harold Briemver, 
of his Division; Mr. Geissler, of the Production and Marketing Ad- 
ministration; Mr. Harry Keed; and Mr. Murray Thompson, of his 
Division. They will be available to answer some of the questions 
Which may develop from the discussion and explain some of the 
tables and charts which I have here. 

My object here today is to lav before the committee some facts 
relating to the current livestockand meat situation, with particular 
reference to beef cattle and beef. I invite you to go over these facts 
with me, much as I have gone over them myself in the past few weeks. 
In my opinion, they lead to definite conclusions on some points; on 
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others, the best information available to us leaves reasonable dou))t. 
I feel sure that vou will want to consider the facts first and the 
conclusions second. 

The most immediate problems in this field relate to beef cattle and 
beef. But these problems must be considered in relation to the total 
livestock numbers of all classes and kinds, the current and prospective 
feed supplies, and the present and future demand for meats as a 
group. I shall present facts relating to the supply of meat, including 
trends and potentials of livestock production; to the demand for 
meat; and to recent changes in meat and meat animal prices. 

Our meat supply rests upon our production of meat animals ready 
for slaughter. Each class of meat animals has a distinctive pattern 
of production which deserves attention separately. 


BEE¥ CATTLE 


Cattle numbers have been increasing since 1948—table 1. Judging 
by past experience—figure 1—this trend could carry cattle numbers 
to as much as 95 or more million head within 4 or 5 years, at the end 
of which time beef marketings could be at least 15 percent higher than 
at present. The previous record for total cattle numbers was 85. 
million head in 1945, and the level in January this year was only 1.4 
million below it. The beef-cattle breeding herd this year is the 
largest of record. 

While cattle numbers are being built up, current slaughter can 
increase only gradually. Thus, beef production next year could be 
2 to 5 percent higher than in 1951 without arresting the uptrend in 
numbers. But greater slaughter than this in 1952 would mean less 
beef in subsequent years. Our human population has been increasing 
about 144 percent a year during the past decade, and a steady uptrend 
in beef production will be needed to maintain or increase our per capita 
supplies in the future. 

The rate of increase in cattle numbers seems to be influenced by the 
rate of change in cattle prices as well as by their absolute level. 
During 1949, when the farm price of cattle averaged $19.90 per 
hundredweight, producers added 1.8 million head to their herds. 
During 19! 50 the farm price of cattle averaged $23,10 per ser gp 
weight, and producers increased their head by 4.1 million head, 

5 percent. It seems quite evident that the level of prices last ye: 
was adequate to encourage cattle production, and that the a iad 
1951 price level of $27 was even more favorable. We must bear in 
mind the fact that numbers are increased at the expense of holding 
current slaughter below the current calf crop and, in general, below 
the current rate of live-weight cattle production. Hence it may turn 
out that we will slaughter somewhat more beef over the next year or 
two, and somewhat less 3 to 5 years hence, than we would have had 
without the recent price order. It is too early to be sure of the answer, 
and we shall have to watch developments in cattle marketing and 
production closely during the months ahead. 

Cattle get the bulk of their feed from range and pasture. The 
projected increase in cattle numbers cannot be maintained safely 
unless backed by the most careful attention to grassland management. 
Also, to take maximum advantage of the expected increase in cattle 
numbers, larger quantities of grain would be required for Corn Belt 
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Sand other feeding operations. During 1950-51, feeder cattle will 


wa Rrviginn.¢ Cleon 
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consume about 11 percent of all corn fed to livestock of all types and 
classes and over 7 percent of all feed concentrates—table 3. If grain 
supplies are limited, we will be faced with a choice between the alter- 
natives of feeding a larger number of cattle to Good or Choice grade 


} and carrying smaller numbers to a higher finish. 


HOGS 


Both spring and fall pig crops have increased for three successive 
years. The spring crop rose from 51.3 million head in 1948 to 60.0 
million head in 1950, and a 1951 crop of 63.5 million head was indicated 
by farmers’ intentions as of December. The fall crop increased from 
31.3 million head in 1947 to 40.7 million head in 1950 and may equal 
that level again this year. 

The 1951 spring pig crop will probably be second only to the all- 
time record of 1943, and the fall pig crop will exceed all earlic peace- 
time crops with the possible exception of 1950—figure 2. But greater 
hog numbers also mean greater requirements for grain. In 1950-51, 
hogs are consuming nearly half of all corn fed to livestock, or about 37 


® percent of all feed concentrates. 





[t is worth bearing in mind that the production cycle for hogs is 
much shorter than that for cattle. Hog numbers contract sharply 
when grain supplies are short, and they can also be expanded rapidly 
when grain supplies are ample. 


SHEEP AND LAMBS 


Sheep numbers increased during 1950 for the first time in nearly a 
decade—table 2 and figure 3. The recent upturn is promising for 
future production of both meat and wool. But lamb and mutton 
provide less than 3 percent of our total supply of red meat currently 
and have rarely provided more than 5 percent of the total in vears 
past. Like cattle, sheep get most of their feed from range and pasture. 

Sheep numbers declined steadily from their record level of 56.2 
million head in 1942 to a low of 3.7 million last year. The number on 
January 1 this year was 31.5 million, or 2 to 3 percent above the 1950 
low. 

CHICKENS AND TURKEYS 


Poultry meat is frequently overlooked in discussions of the meat 
situation. But chicken and turkey are recognized by consumers as 
alternatives to red meat in planning meals. Also, poultry production 
can be expanded even more rapidly than that of hogs if grain supplies 


) are adequate and prices favorable. During the current year chickens 


and turkeys are consuming about 22 percent of our total feed con- 


jcentrates. A little over half of this feed, however, must be charged 
_ to egg production rather than to poultry meat. 


Total chicken and turkey production increased substantially from 
1948 to 1950 and some further increase may be realized this year. 


THE TOTAL LIVESTOCK AND FEED BALANCE 


Total numbers of grain-consuming livestock have been trending up- 
ward since 1947, and a further increase is expected during the coming 
84040—51——-11 
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year. Total disappearance of feed grains this year will exceed the 195) 
production, and unless grain yields in 1951 approach record levels we 
will dip into our reserves again during 1951-52. 

The Department has asked farmers to try for the maximum feasi})|, 
production of feed this vear. This is prerequisite to any general 
expansion of pork, chicken, turkey, and egg supplies above current 
levels. Livestock feed-price relationships during the past year hay: 
been moderately favorable to expansion of livestock production. 

But, of course, favorable feed ratios cannot be maintained very long 
unless ample supplies of feed are also maintained. Until 1951 crop 
production is better known, further increases in hog production beyvon 
those which are already underway cannot be encouraged with com- 
plete safety. Ifcorn yields are average or below average this year the 
livestock expansion now ip process may have to be reexamined wit, 
reference to maintenance of some strategic feed reserves in 1952. 

A moderate increase in beef production next year appears likely. 
Pork production from October 1951 through March 1952 will be higher 
than during the same period of 1950-51. Any further expansion wil! 
depend on feed grain production in 1951. 

Table 3 shows that beef cattle, although of about equal importance 
to hogs in total meat production, use only a third as much grain an 
other concentrated feeds. To a considerable extent, cattle production 
can be increased without increasing our acreage of soil-depleting crops. 
This underlines the importance of the Department’s grassland _pro- 
gram as a means of reconciling our needs both for meat production 
and for soil conservation. 

Now about trends in consumption and demand. 
























CONSUMPTION 


Trends in total meat and poultry production and in per capita 
civilian consumption of meat and poultry as a group are shown in 
table 3 and figure 4. Recent figures for the several types of meats are 
shown in table 5. 

Per capita consumption of meat and poultry combined in 1950 was 
up 30 pounds, or 20 percent, over the 1935-39 average. Consumption 
of red meat was up nearly 20 pounds (15 percent) per person, and 
that of poultry was up 10-pounds or 50 percent. 

Meat production increased rapidly during the early vears of World 
War II, helped out by favorable weather for feed production and by 
heavy drafts upon the reserves of corn and wheat which we hai 













lease takings, per capita civilian consumption of meat in 1944 was 
22 percent higher than the prewar (1935-39) average. Most of the 
increase in civilian consumption came from pork and chicken. Bee! 
consumption was about the same as in 1935-39. 

Total meat production trended downward after 1944, but so did 
military and lend-lease takings. Per capita civilian consumption 
reached a peak of 155 pounds in 1947, then declined to an average 
of 144 to 145 pounds during 1948-50. The 1947 peak was based to a 
considerable extent on beef resulting from liquidation of over 3 million 
head of cattle. Beef and veal consumption dropped 10 percent from 
1947 to 1948 and has remained fairly stable at the lower level ever 
since. Total beef and veal production has been increasing at abou! 




















accumulated before Pearl Harbor. In spite of large military and lend- | 
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the same rate as our population growth, and per capita supplies during 
1951 are expected to be about the same as last year. i 
Pork consumption per capita increased 3 percent from 1949 to 1950, 
and is expected to average another 4 or 5 percent higher in 1951 7 
Consumption of chicken and turkey expanded rapidly during World 
War II and remained high afterward. Per capita consumption in- 
creased by 5.2 pounds (nearly 20 percent) from 1948 to 1950, and 
supplies in 1951 are expected to equal or slightly exceed the 1950 level. 





DEMAND 











The demand for meat has increased since prewar mainly because of 
the high level of national income and employment which has prevailed 
inrecent years. A study made by BHNHE in 1948 indicated that 
families with incomes above $3,000 consumed a fourth more meat per 
person than those with incomes of $2,000 or less (table 6). 

Beef has long been a preferred meat among American consumers. 
Pork consumption per person is little higher among high-income fami- 
lies than among those with moderate incomes, although high-income 
families use more of the relatively expensive cuts. Beef consumption 
increases very rapidly with family income, and demand for the more 
expensive cuts rises still faster. 

If we relate the facts shown in table 6 to the per capita consumption 
trends in table 5, we can see why beef and cattle prices have risen so 
much faster than those of pork and hogs in recent months. Consumers 
preferences, backed by rising incomes, have exerted a stronger pull 
upon beef than upon pork during the past year. Pork supplies per 
person have increased 4 or 5 percent, largely offsetting the effects of 
increased demand. On the other hand, the supply of beef per person 
has remained about constant so that the full force of increased demand 
has expressed itself in price rises and pressures upon price ceilings. 

Probably the sharpest increases in meat purchases occur among 
families in which the breadwinner has just shifted from unemployed to 
employed status. To the extent that the defense program means still 
further increases in employment and average hours worked, demand 
for meat will continue to rise during the months ahead. 

Changes in consumer income from year to year are associated with 
roughly proportional changes in their expenditures for meat. Figure 5 
shows this relationship for the 1929-50 period. In 1950 the average 
consumer’s income, after taxes, was 2) times as large as in 1935-39. 
The retail value of the meat consumed was also 2 times the prewar 
(1935-39) level. 

Since 1950, consumer expenditures for meat have risen in about the 
same proportion as consumer income. In January-March 1951. con- 
sumers were spending about 5.8 percent of their income for meat com- 
pared with an average of 5.6 percent during 1950. With employment 
and production expanding, consumer incomes at the end of 1951 will 
likely be several percent higher than they were when the January 
freeze was placed upon meat prices. Cut-backs in the production of 
consumer durable goods this year also may contribute to a stronger 
demand for meat. In 1947, when consumer durables were far short of 
demand, consumers spent 6.4 percent of their incomes for meat as 
against the 5.8 percent spent in January-March this year. 
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Now something about the recent changes in prices of meat and meat J T 
animals. Table 7 summarizes the changes which occurred in retai] Be mu 
meat prices and in consumer incomes between June 15, 1950, and [i bud 
March 15, 1951, the latest date for which some of the series are avail- P= the 
able. con 

Prices of hogs and cattle dropped sharply from 1948 to 1949, 
During the spring of 1950, well before the outbreak in Korea, meat PP “4 


and meat animal prices had started to move up. This was due 
primarily to an increase in employment in the general economy, 
following the moderate recession of 1949. 

The Korean outbreak accelerated the business expansion which was 
already underway, with the result that total consumer income in- 
creased more than 20 billion dollars (11 percent) between April—June 
1950 and January-March 1951. Between June 1950 and March 


at 


| 


Catt 


1951, retail food prices rose an average of 11 percent and nonfood P@ # 
prices (including slow-moving items such as rent and utilities) in- F 


Shee} 


creased about 7 percent (table 7). Average retail meat prices rose 
10 percent during this period, about in line- with consumer income. oe 
Average hourly earnings of factory workers increased about 8 percent, % 
so that the purchasing power of an hour’s work in terms of meat 
declined very slightly (table 8). Weekly earnings rose a little more F 
than hourly earnings due to an increase in average hours worked per | 3 — 
week. m 45 
Retail beef prices rose almost 15 percent, for reasons already re- FP * 
ferred to. Prices of pork and chickens rose only 3 to 8 percent. F@ ,,50 
However, the price of pork is normally a little lower in March than in PF 
June due to seasonal factors. Expanding supplies also tended to PF) ‘| 
moderate the increase in pork prices. ae sha 
The level of the retail price indexes for individual meats is also | @ 194 
worthy of note. The price of beef currently is fully three times the | @ pai, 
1935-39 average level. Pork and chicken prices, on the other hand, |@ 3 y 
are respectively a little more and a little less than twice the prewar [@ anc 
(1935-39) level. Production of beef and veal has never caught up [% ing 
with the big ground swell in population growth and consumer income [ % for 
which built up during World War II and has since persisted. Supplies —% anc 
of pork and chicken have increased considerably more than supplies | ¥ bet 
of beef relative to prewar experience. 
On a percentage basis farm prices of meat animals have risen more 
sharply than retail prices of meat in recent months (table 9). The [7 
price increases for beef cattle and lambs were considerably larger than | ’ 
that for hogs. @ son 
Parity prices of meat animals were revised in January 1950, result- [3 exp 
ing in substantial increases in parities for beef cattle and lambs — @ pri 
relative to other farm products, and a moderate increase in the parity [7 ‘ 
price for hogs. The effective parities for meat animals as now calcu- | 9 whi 
lated reflect the generally favorable price experience of meat animals | | Jan 
relative to other farm products during the 10 years 1941 through 1950 [4% oby 
(table 9, footnote 2). 4 " 
Prices of beef cattle and lambs were well above parity in June 1950 [9 the 
and have subsequently risen to 152 and 157 percent of their respec- [9 the 
tive parities as of April 1951. Hog prices in April 1951 were 96 [9% fee 
percent of parity, compared with 83 percent in April 1950 and 93 PP Ap 
percent in June 1950 (table 9). @ of 
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The contribution of meat animals to total farm income is relatively 
much greater than the importance of meat in the average consumer’s 
budget. In 1949 meat animals accounted for roughly 30 percent of 
the cash receipts of farmers, but the contribution of meat to the 
consumer price index (as of January 1950) was less than 8 percent. 


Meat animals and poultry— Relative importance in farm income and urban consumer 
prices 








| Consumer 
Cash farm | price 
income index, 
1949 January 
1950 ! 


Percent Percen 
Cattle and calves 2. Pee ee oaks | 17.1 
Hogs. i soe AT SRE A a ee a 11.5 2 
Sheep and lambs. -- ---- tea $ Be ln esses ee is 


t 
4. 
2. 


Meat animals 


ieee Me MORENO aioe ine 05k Won dnbiineataniicd o< 
Turkeys----- knee : 


Poultry ° 


a i | iniornineuaondn tbh kiene : 





i Relative importance in the adjusted consumer price index. 
2 Excludes lard, 0.1. 
3 Does not include other poultry such as ducks, geese, etc. 


Source: Farm Income, Bureau of Agricultural Economics: Consumers’ Price Index, from reports of the 
Bureau of Labor Statistics. 


Table 10 summarizes data on marketing margins and the farmer’s 
share of the retail dollar for beef and pork in recent years. Since 
1947 farmers have generally received 70 percent or more of the price 
paid by consumers for Choice grade beef. It takes approximately 
3 years to produce a Choice grade steer from breeding to slaughter 
and about 3 weeks to process, transport and distribute beef from pack- 
ing plant to consumer. The farmer’s share of the retail dollar spent 
for hog products (pork and lard) has generally ranged between 60 
and 70 percent in recent years, and his share on chicken has averaged 
between 50 and 60 percent. 


PRICES OF FEEDER CATTLE 


The remaining tables (tables 11 through 16) are intended to throw 
some light on costs and returns from cattle feeding—both the past 
experience and the prospective situation under the recently announced 
price orders affecting beef and cattle. 

Table 11 shows the sharp rise in prices of feeder and stocker steers 
which occurred even after the price-freeze order which was issued on 
January 26. Feeders who bid up prices after the date of the order 
obviously assumed the risk of subsequent development. 

Table 12 indicates that feeders who purchased their stock during 
the main seasonal movement last fall should come out all right under 
the OPS ceilings for June through September. On the other hand, 
feeders who bought stock at the high prices of February through 
April will be lucky to break even under the June ceiling, and many 
of those who sell under the August ceiling will probably lose money. 
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The table does not include the effects of the additional roll-back sched- 
uled for October 1, since OPS has not yet issued a schedule of the prices 
which would be reflected for specific classes of cattle. On the aver- 
age, however, the announced roll-back for October 1 is designed to 
reduce retail beef prices, and presumably live cattle prices, about as 
much as that announced for August 1. 

Tables 13 through 16 adapt some actual cost records for cattle- 
feeding operations in western Illinois to the question of how much 
feeders could reasonably expect to pay for their stock and still come 
out under the June and August price ceilings. While the figures are 
not necessarily representative of all Corn Belt feeding operations, 
I believe the general impression which they give is a correct one. 


















CONCLUSIONS 


I should like to summarize briefly the conclusions which I draw 
from the facts I have presented here today. 

1. Livestock production in this country is increasing. Production 
of-hogs has been rising for several years; cattle numbers have been 
expanding for 3 years; and last year sheep numbers made their first 
gain in almost a decade. 

2. Production of meat has increased in the last 2 or 3 years only 
about as fast as the population. Consumption per person has been 
nearly stable at close to 145 pounds annually. 

3. Production of meat in the rest of 1951 will probably be moder- 
ately larger than last year, providing a little more meat per person 
than in 1950. The gain will be concentrated in pork, with beeef 
supplies per person about the same as last year. The increase in 
pork supplies will tend to moderate price increases, but pressures on 
price ceilings for beef will continue to mount unless producers tend 
to market their cattle before the projected roll-back dates. 

4. In the last 12 months consumer incomes have become steadily 
larger, and demand for meat has accordingly strengthened. The 
strongest consumer preference seems to be for beef. However, 
the demand for pork and poultry has also increased. Prices of meat 
and of meat animals have been considerably higher this winter and 
spring than last. Retail meat prices have risen only slightly more than 
factory wages and average consumer incomes. As employment and 
consumer incomes continue to expand, the demand for meat will 
strengthen further. Cut-backs in consumer durable goods may also 
contribute to increased demands for meat. 

5. Expanding livestock numbers are bringing a shift in the relation 
of feed requirements to feed supplies. Until last vear feed was 
abudant for the livestock on farms. Unless crop yields are good this 
vear, we shall have to make another substantial draft on our feed 
reserves during 1951-52. These factors bring up the question as to 
how fast and how far farmers should go in adding to their numbers of 
grain-consuming livestock such as hogs and poultry. 

6. Beef cattle, although of about equal importance to hogs in total 
meat production, use only a third as much grain and other concen- 
trated feeds. To a considerable extent, cattle production can be 
increased without increasing our acreage of soil-depleting crops. 
This underlines the importance of the Department’s grassland pro- 
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gram as a means of reconciling our needs both for meat production 
and for soil conservation. 

. Some cattle feeders who have purchased steers since January 
will be adversely affected by the OPS orders, but the number of 
feeder steers moving at this time of year is relatively small and, 
assuming that the effect of the OPS roll-back is equitably distributed 
among the various classes of cattle, prices should fairly soon readjust 
themselves in such a way as to continue to provide reasonable or 
normal incentives for cattle and calf feeding. However, we must 
watch cattle marketings and production closely during the months 
ahead. 

Judging from actual experience of the rate at which cattle 
numbers were increased in 1949 and 1950, average cattle and calf 
prices at about the 1950 level, which will still be allowed by the 
OPS ceilings, should still constitute a reasonable incentive for the 
continuing production of beef animals. We must bear in mind, | 
however, that costs of farm and ranch operations are increasing and 
that again this is a situation which needs to be carefully watched. 

9. In view of the outlook for continuing strong consumer purchasing 
power, with some further increases in earnings and consumer incomes 
in prospect at the same time that supplies of durable or hard goods 
may be reduced, there is no reason to believe that, in the absence of 
some type of effective price control, prices of beef products would be 
likely to appreciably decline in the near future. In fact, there is good 
reason to believe that prices would further advance. 

10. In view of the mutual stake of farmers, consumers, labor, and 
business in economic stabilization, I believe we should give the price 
orders a fair chance to work, or those who now complain should come 
forward with a better plan. 

(The tables referred to are as follows:) 


TABLE 1.— Recent changes in livestock numbers, meat production, and related factors, 
United States, 1935-39 to 1951 





| | 1951 
| Tri 1935-39 | | | : 
Item Unit average| 1 | 1 | 1950 | — 





' 
Livestock on farms Jan. 1: } 
Beef cattle Million head_- 
Daily cattle d 
All cattle 
Sheep and lambs 
Hogs 
Pig crops: 


_ 
we 


Sx 


4 
S 
IO wnIKHSSO 


S38 8: 


Fi all waht 
Livestock-feed balance (years begin- | 
ning Oct. 1): 

Grain-consuming anima] units | | | | 

fed 2__ 7 Million units__ 3. 9 | ; 170.1 | 174.0 
Total feed concentrates fed 3____ Million tons__. 3. 2.2} 123. 133.1 | 136.5 | 
Total utilization of feed concen- | 

Bei packer as ated PEAR HR: r .8 | -2| 150. 3 | 156.5 | 
Total production of feed concen- | 

trates § Tt een a 5 | 151.9 | 152.0 |___. 
Carry-over at beginning of year. = ‘ 3. 7 "9 | 30.8 | 13.2 











! Forecast. 
* Number of each type of livestock fed during the year weighted according to its average grain require- 
rent per head. 
a ‘ludes corn, oats, barley, grain sorghums, wheat, rye, and byproduct feeds fed to livestock. 


‘Ine — all feed concentrates fed to livestock plus feed grains used domestically for seed, food, industrial 
uses, and experts. 


Production of feeé grains, plus wheat, rye, and byproduct feeds fed to livestock. 
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TABLE 2.—Trends in livestock numbers and meat production, United States, 1929-5 





| 
| 





Year 











1930__ 












1932 








ning Oct. 1, 1949 and 1950 











Kind of livestock 





Milk cows : 
Other dairy cattle __. 
Fed cattle __- 

Other beef cattle 
Sheep . 

Hens and pulle ts 
Chickens raised 
Broilers raised 
Turkeys raised 

| ett: ea aes 
Horses and mules_----- 
Other livestock 













Total_- 








TABLE 3.—Feed consumed by livestock 
corn in silage, consumed by differe nt kinds of livestock, 

















| 
Number on farms Jan, 1 Pig crop 
‘-_ | Total 
| Sheep meat pro- 
All pa | Sanef ductior 
and Sprin Fall - 
cattle and | Neres pring 
ealves | 
Pillion 
| pounds 
Million 7. Bs i Million | Million | carcass 
head head head weight 
58.9 | 07.0 ee 50. 5 25.6 16.1 
61.0 7.9 | 51.6 49.3 24.8 16.0 
63.0 | 29.1 | 53. 2 54.0 29. 2 16. 5 
65.8 | 30.4 | 53.9 51.0 31.5 | 16.4 
70.3 33.4} 53.1 53.5 30.7 | 17.4 
74.4 36. 4 | 53.5 39.7 17.1 14.8 
68. 8 32.5 | 51.8 32.9 23.3 14.4 
67.8 | 32.4 | 61.1 41.4 24.3 16.8 
66.1 | 31.2 | 50.8 38.5 24.0 15.7 
65. 2 | 30.5 | 51.1 43.3 28. 6 16.5 
66.0 | 30.4 | 61.3 53.2 33.7 17.5 
68.3 | 31.9 | 52.1 49.6 30.3 19,1 
71.8 34.4 | 53.9 49. 4 35. 6 19.6 
76.0 | 37.2 | 56. 2 61.1 43.8 21.9 
81.2 | 41.0 55. 2 74.2 47.6 24 
85.3 | 5 50.8 55.8 30.9 25. 2 
5.6 | ye 5 34. 23.7 
.4 3.3 4 2 
31.2 2.7 .8 
Ls 0) .8 
3 | .8 | * 
oe .0 ia 
.2 5. 5 " Giver. | 5 peepee wee 








| 1949 | 
|- er oe 
| All con- | | All con- 
| centrates | Corn | centrates | 
Z es es 
| Percent | Percent | Percent 
Be 18.3 | 13.2 | 18.1 | 
3.7 | 3.3 | 3.8 | 
7.5 | 11.0 7.4 
4.4 | 4.5 | 4.6 
ee .4| 6 
13.3 | 10. 2 | 12.4 
6.1 | 4.6 5.6 
2.9 | 3.0 2.9 
1.5 | 1.3 1.5 
34.6 | 42.5 | 36.9 
4.0 | 3.3 3.3 
3.0 | 2.7 | 2 


- Percent of all concentrates and corn, including 
United States, year begin- 





| 








100. 0 100. 0 


1950 ! 


| 


Corn 

















1 Preliminary; partly forecast. 





Source: 





Bureau of Agricultural Economics. 
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1930. . 
1931 _- 
1932. - 
1933 
1934 
1935. - 
1936 _ - 
1937 . 
1938 _ - 
1939 - 
1940__ 
1941_ 
1942. 
1943 - - 
1944_. 
1945_. 
1946. 
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1950. 
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TaBLeE 4.—Meat and poultry: Trends in consumption per person and in total 
production, United States, 1929-51 








Per capita consumption Total production 





e | | | 

Year | | Meat | Poultry 
Meat | Poultry Total | (carcass (dressed) 
| weight) weight) ! 















| | 
| |  Rillion 





| Rillion 
Pounds Pounds Pounds | pounds | pounds 

SE ee eee ee SD 130. 4 21.4 151.8 | 16.1 | “7 
1930_- - + he A RESR Shes ERS .| 128, 3 23.3 | 151.6 | 16.0 | 2.1 
tS. ‘ ae eae 129. 9 ie 151.0 | 16.5 | 2.6 
| >a ee PM SS ESS 130. 2 21.8 | 152.0 | 16.4 =3 
SS Aaa ete a ET, 135.3 22.7 | 158.0 ! 217.4 | 2.9 
Saya ab Ee REA eee a 143. 1 21.0 | 164.1 | 218.8 | 2.7 
i ipeiie Aad tures ise wronsusuassa 116.7 20. 2 | 136.9 | 214.4 | 2.6 
rt a ae eae navdiicoll 129.8 20.8 | 150. 6 | 216.8 | 2.8 
1 Ea Day = 125. 4 20.7 | 146. 1 | 15.7 | 2.6 
TS aa aE aie? 126. 2 19.5 | 145.7 | 16.5 | 2.6 
SERS RE Gere 132.8 21.7 | 154.5 | 17.5 | 2.9 
en cad Fle Seg 141.7 22. 2 | 163.9 | 19.1 | 3.0 
1941 142.8 24.0 | 166.8 | 19.6 | 3.3 
1942. ~ 139.5 7.1 | 166.6 | 21.9 | 3.7 
1943. .| 146.0 33.8 | 179.8 | 24.5 | 4.6 
TE ae A 2 153. 5 30.1 | 183.6 | 25.2 | 4. 

pian Ta cal 144.4 33.1 | 177.5 | 23.7 | 4.8 
SSS Se ee eee 153. 4 29.9 183.3 | 23.0 | 4.3 
ost AR ELIT eal 155.0 28.1 | 183.1 | 23.4 | 4.1 
oe Sse ee ares Re at 145.4 | 26.7 | 172.1 | 21.4 | 3.9 
SE ECE epi ea 143.9 | 29.7} » 173.6] 21.7 | 4.6 
EE aa | 144.5 | 31.9 176.4 | 22.2 | 4.9 
SS SSR Stace Selene i 148 | yg 180 | 23.4 | 5.1 





! Total production of poultry includes a 10-percent addition to chickens consumed on farms and sold from 
farms to allow for nonfarm production. 
2 Includes production under Government emergency programs. 
3 Partly forecast. 


Source: Bureau of Agricultural Economics. 


TaBLE 5.—-Changes in civilian consumption of meats and poultry, United States, 















for 1951 


4 1935-39 to 1951 

: (Foamte per powny 

Eb cconahontaend Was a0 ae a ee 

4 : | A verage | | = | | 1950 pre- ang sd 

¥ Commodity "1935-39" 1944 | 1947 148 | 1049 | liminary dication 
| 

















§ — — pasinassiatinceimenaumnisiinia 

a | } | | 

# Meats (carcass w hina | | 

4 Total__ eeddeiconn’ 126. 2 153.5 | 155.0 | _ 6. 4 | 143. 9 | 144.5 148 
i RS ee a4 55.2 

a Veal. aye 8. 

a Lamb and mutton. _______- 6. 





Pork (excluding lard) - - -- -- 














P oultry (dressed weight): 
pt 





Sonus wich xen Gadanel 
- DSRS ce Sas 


146.” 








Total meats and poultry. 






173.6 | 176.4 | 180 


| 








Source: Bureau of Agricultural Economics. 
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TABLE 6.—Meat consumption and family income, urban families, United States, 


spring, 1948 
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[Pounds per person, retail weight] 















Family income class 


Meat purchased per week 











$5,000 to $7,499 








PPPs 
RVLSRSL 
SRSSEUL 


a 
























1 Carcass cuts only. 
2 Includes lamb, mutton, veal, prepared meats and offals. 


Source: Compiled from reports of the Bureau of Human Nutrition and Home Economics. 


TABLE 7.— Changes in meat prices and related factors, United States, June 1950 to 


March 1951 























Item Unit 











All items-- 













Food_- 
Meats, all 
























Consumer prices (BLS): 


Se eee ; Rey 


Chickens___--_- 


Beef and veal ES Bcnteated sake al 


pecbedb-adtnigndinslé eeedeee i ...do 





sila 
Wages and incomes: 
Average earnings of ati workers (BLS): | 
Hourly-- ie A Dollars__. 
Ww eekly > ik Sels sve wenahaenes do 
Disposable. personal income: 
a ew Billions of dol- 
lars.? 


RTS UIP EI eee ee 



































‘4 




















TABLE 


1 Preliminary. 
? Seasonally adjusted annual rates. 
3 April-June 1950 

4 January-March 1951. 





8.—Quantity of various meat items that could be purchased with 1 hour of 
factory labor, United States, selected periods, 1929 to 1951 









Beef and veal: 













Item Unit 1929 | 1939 








Round steak cts isi hk ple nike le, EG os ic- 1.8 | 
Rib roast. ___- ene oye Sage | 1.4} 224 
Chuck roast __._. , : _.do i 261 2 
Hamburger do | | 
Veal cutlets ..do | 1.5 
Pork: | | 
Pork chops... beck be do 53°24 
Bacon (sliced) do 1.3 2.0 
Ham (whole) _- ; do | 23 
Salt pork Sc ak ae | 374 
Lamb: Leg of lamb joel do Lé) 237 


| | 
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pet RD bet pet et 
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PPP rY 
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Source: Prices and factory earnings used were compiled from Bureau of Labor Statistics data. 
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TaBLE 9.—Prices received by farmers for meat animals, parity price, and price 
received as percent of parity, 1935-39 average, by years, 1947-50, by months 
1950-51 





Beef cattle Hogs Lambs 





} | | 
| Price : Price | .. | Price | 
P : : Price | | Price Price 
Io lreceiv > , i » .Y 
Period “— a received ered — received fered) —— received 
farmers per 100, poop peg sy per 100 | cent of far mers) per 100 | ce 
| pe . 2) 2 
per 100 pounds parity | per 100 | pounds parity | per as |pounds 2} 
|pounds sm unds ! {pounds }| 





| 
ee ee | | 
| 
j 


| 
Dollars | Dollars a es rind | Percent Dollars | Dollars —— 
1935-39 average --.....-. on 6. 56 6.89 95 39 | 79} 7.79) 7.48 | 104 
BY YEARS | 
| | 
16. 70 145 20. 40 | 
18. 00 129 | 22.70 | 
17. 60 | 104 | 22.70 | 
19. 20 | 95 24. 80 





BY MONTHS 





-January : . 90 | ’ .10 
F + oe oA ESS BLS > : : i. 2 5. 60 
} ‘ . 00 | 
. 70 
. 30 
. 20 
. 90 
; ; .70 
September 4 ‘ . 30 
October " a : . 20 
pL eS .6 : 7.80 
A ‘ 7. 80 
1951—January is . 00 
February : . 40 | . 00 | 
‘ . 20 , : 
April : ¥ 2 20. 60 ; 6 | 34.30 | 














1 Annual prices are unweighted averages of monthly prices. 

? Parity through 1949 is computed from the standard formula then in effect. Parity beginning January 
1950 is the effective parity as currently calculated and published. As of January 1950 the new parities 
exceeded those calculated from the old formula by $3.80 for beef cattle, $1.20 for hogs, and $4.40 for lambs. 


The new parities reflect average price relationships between meat animals and other farm products during 
the most recent 10-year period. 


Source: Bureau of Agricultural Economics. 
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TABLE 10.—Average retail prices and marketing margins for beef and pork, United 
States, 1947-51 





Beef Pork, including lard 


Percent | 
Period | Retail Net of retail | , 
price, faten Margin price Retail 


| 
Percent 
| 
. i » sive i . 
choice value? received | price | 
| 


Net of retail 
farm Margin Pons i 
value 2 . 
value by 


grade! | by 
farmers 


| farmers | 





BY YEARS | | 
| Cents Cents | Percent | Cents s | Percent 
61.1 . 16.8 | 73 -2 | 33.6 3.6 
73. 53.0 | 20. 72 | 5 | 32.4 
66.8 | 5.6 21. 7 68 ae 25. 4 
73. 51.8 21.7 | 6 25.3 | 


BY MONTHS 


1947—January 
February-_---- 
March. _. 
April__._- 
May 
June__-- 
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September 
October ____--- 
November.._- 
December _--.- 
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1950—January - -- 
February __--- 
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April. _-- 
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July 
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December 78. 56. 
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March___- 84. 63.4 


ow 





7 
7 
7 
7 
7 
6 


RAUSwNwAON 


1} On ee © 


Mee Sos NIN SSS § 
NPA MO Wow oOnSw 
co 


oto 


NOE DKBADMAUMN KK DOAK wane 


Arrow 


“icy ° 
Sree 
wt So & 
De IOS 
SANA OSC HK CSD DN HOWE ROWDNNWOOSODNKDANOCN DSH 
> OS we ON SS 
on Be oe ek Ba) 


wwoo 


nO = 
ite 


oO-1st-s1 ee 


ee 
wot 
n= 


SESS 
PRS 
mio 


bo bo bo be BO be bo te bo 
ww bo ~ Sw : 


NE ee oe et Ba a ee | 
J ci | 7 
HWS ore 


~I-3-9-3- 
zx 


1 Called Good grade until Dee. 31, 1950. 
2 Value of weight in live animals equivalent to 1 pound of meat at retail. Excludes value of byproducts 


Source: Bureau of Agricultural Economics. 
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TABLE 11.—Prices per 100 pounds received by farmers and selected market prices 
for beef cattle, and number of feeder cattle shipped at 5 markets, by months, begin- 
ning January 1951 and by weeks for May 1951 


Period 


BY MONTHS 
1¢50—January 
February 
March_.- 
April 
May 
June. 

July 
August 
September. . 
October 
November -_ . 
December 
January 
February 
March 
April 
By weeks, 
ending 

May 5--- 

May 12 

May 19-.. 

May 26. . - 


1951 





| 
| 


| Price 
| receiv- 
| ed by 
farmers 
| for beef 
} cattle 


70 
. 
. 20 
21. 90 


3.10 | 


3. 70 
40 
. 20 
. 60 
24. 20 
24. 60 
25. 20 
27. 00 
29. 00 


week | 


Price for slaughter steers at Chicago ! 


Prime 


$36. 80 
. 70 | 


2. 24 


. 94 | 


. 34 

.34 
31.63 
31.37 
2. 00 
31. 94 
33. 10 
35. 78 
38. 38 
3Y. 45 

. 05 
40. 16 


39. 35 


Good mer- 


cial 


33. 09 
33. 86 
34.49 


Utility 


All 
grades 


Price 
for 
canner 
and 
cutter 
cows 
at 
Chi- 


cago 


Price 
for 
stocker 
and 
feeder 
steers 
a 
Kansas 
City? 


ber 

stocker 
|} and 
feeder 
| cattle 
shipped 

from 
5 mar- 
kets ° 


1,000 
head 
72.6 
64.9 
73.2 
69. 2 
64.4 
60.8 
61.6 
115.3 
206. 
280. 6 
218. 
116. 
93. 
73. 
64.: 
72. g 





! Grade names are those in effect beginning Jan. 1, 1951. 
‘2 Average for all weights and grades. : ; 
3 Chicago, Kansas City, Omaha, South St. Paul, and Sioux City. 
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TABLE"12.—Specified average prices and costs in the feeding of steers in the Corn 
Belt, 1939-40 to 1949-50, with 1950-51 comparisons of OPS ceilings 


FEEDING A 700-POUND STEER BOUGHT IN FALL FOR SALE THE FOLLOWING SPRING 











Cost of feeders | Value of fed 
at Kansas City Trans- | eu at 
porta- | Other neat =a 
Cost of | tion | ex- | Total Pains 
, August- feed, | and | penses,| “Gost of fed 
Year Decem- per |market-| less per | April- steers 
ber Cost | head 2 | ing ex- | credits} poaq July Value oor 
average| per penses,| pet price |f1,050-| Qocr s 
prices | head ed head * per 1099 | Pound 
per 100 bitct pounds* steers 


pounds! 














erahthe wiih cubidh ae 4:6'<ae ole ‘ $55. 16 ‘ ' . $98.23 | $9.95 $6. 25 
_ . ae eee 8.49 | 59.43 | 34.20 8. 41 3.42 | 105.46 | 10.86 | 114.03 8. 57 
Co , a ee 9.82 | 68.74 | 42.96 8. 46 4.30 | 124.46 | 13.59 | 142.70 18. 24 
UD Sa adi esis a. 0st ee 2 see 12.08 | 84.56 | 50.36 8. 48 5.04 | 148.44 | 15.52 | 162. 96 14. 52 
i tieditn wns saremas adit 11.52 | 80.64 2. 91 8. 56 6.29 | 158.40 | 15.91 | 167. 06 8. 66 
1944-45. ___ nnd one o> 11.56 | 80.92 | 62.34 8. 55 6.23 | 158.04 | 16.15 | 169. 58 14. 58 
ee a, OTT Es Re 90.37 | 68.91 8. 62 6.89 | 174.79 | 17.46 | 183.33 12. 53 
. = eee 16.37 | 114.59 | 89. 59 8. 82 8.96 | 221.96 | 25. 26 43. 27 
LL SSG SR Se 21.75 | 152.25 | 124.38 | 10.30 | 12.44 | 299.37 | 32.59 | 342,20 42. 83 
Co , SE, Se 25.00 | 175.00 | 80. 25 12. 26 8.02 | 275.53 | 25.40 | 266.7 —8. 83 
ea edie e wb Age hie eal 20.65 | 144.55 | 74.78 | 12.93 7.48 | 239.74 | 29.36 | 308. 28 68. 54 


peeeer ree --*-| 97.73 | 194.11 | 994.61] 13.23 | 9.46 | 211.41 Hoge oo) eB 
1950-51 at January-April : 
feeder cattle prices... ._.- 34.26 | 239.82 | 694.61 | 13.23} 9.46 | 357.12 ate Se 
































| From market average, all weights and grades. 

2 45 bushels corn, 34 ton alfalfa hay, and 150 pounds soybean meal per head. 

3 Cost of pasture, labor, overhead, and death loss less credits from manure and from gain on hogs following 
steers. 

* Choice grade (1951 definition). 

5 Includes a feeding subsidy in 1944-45 and 1945-46. 

6 April 1951 prices. 

* June-July ceiling. 

4 August-September ceiling. 


NotE.—This table applies to feeding yearling steers an average or intermediate length of time (7-8 
months). 


TABLE 13.—Cattle feeding: Illustrative calculations of net returns at selected prices 
for feeders and at OPS ceiling prices for slaughter steers, for 4 kinds of cattle fed ' 

















Calves, long fed Yearlings, long fed | Yearlings, short fed Heavy steers ¢ 
= | | | | 
—_— Net return per Price Net return per | Net return per ee Ps 
loeders: head at OPS | _ for head at OPS | Price head at OPS | Price ceiling -aver- 
Good. ceiling on | feeders: ceiling on for ceiling on for ate ace é 
choice steers? | Good prime steers ? | feeders: choice steers 3 | feeders: 8 dn 
and | prime 3 
choise and Good Good 
a, choice |— apo) | COREE feeder —— 
feeder steers > | yune- | August- Steers 5 


steer | June- |August- a June- | August-| June- | August 
steers 4 per 100 July |Septem-| Pet 100 July |Septem- 


| 
| | 
1951 {ber 1951} Pounds | 1951 {ber 1951) POUMAS | 95] | ber 1951 
| 
| 
' 




















calves?| July |Septem- or 10 July |Septem- 
per 100| 1951 [ber 1951] Per 100 
pounds | ceiling | ceiling I ” | ceiling ceiling | ceiling ceiling ceiling | ceiling 
| | | | 
$28| $75| $61 $26| $06) $80; $25| $68| $53 $25} $30/ $65 
30 67| 53 28 8 | 67 | 7 55 40 27 65 | 48 
32 58 | 44 30 | 70 | 54 | 29 41 26 29 48 31 
34 50 36 | 32 | 58 | 41 | 31 28 13 31 31 | 14 
36 42 | 28 | 34 | 45 | 28 | 33 15 0 33 14 aa 
38 33 | 19 | 36 | 34 | 15 | 35 1 —14 35 —3 —20 
40 25 | 11 | 38 | 19 | 2 | 37| —12| —27 37| —20 —$7 
j ! | t 


J | 

1 Calculated from rations at January-April 1951 feed prices and steer weights, as shown in tables 15 and 16. 

? Similar to price of ‘Good and Choice feeder steer calves’’ reported at Kansas City. 

3 Reflected ceiling prices at Chicago, derived from OPS wholesale meat ceilings, as follows: June-July, 
Prime, $37; August-September, $35.50. Choice, June-July, $34.20; August-September, $32.70. 

‘ Similar to average prices of ‘‘Choice 500- to 800-pound feeder steers” and ‘‘Good 500- to 800-pound feeder 
steers” at Kansas City. 

5 Similar to prices of ‘“Good 500- to 800-pound feeder steers’ at Kansas City. 

6 Assuming about half of steers sold in this class grade Choice and about half Prime. If steers sold at 
Choice grade, all returns would be decreased by about $16 per steer, while if steers graded out Prime, a!! 
returns would be increased by about $16 per steer. For example, with feeder price of $31 per hundredweight, 
veturn for Choice grade finished steers under August-September ceilings would be minus $2 per steer; whil 
returns for Prime grade finished steers would be plus $30. 








1950—! 
( 


1951—. 


Kine 


Calve 
Yearl 
Year] 
Heav 
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TaBLE 14.—Prices for feeder cattle at Kansas City, and shipments of feeder cattle 
from 5 markets, June 1950 to date 





Price at Kansas City, per 100 pounds | 





——| Nnmber 
Good and 500- to 800-pound stocker | | omer and 
Choice, and feeder steers | chi me it : 
stocker and | shipped from 
feeder steer l | 5 markets ! 
calves Choice Good | 








1950—June $29. 55 
July_- f 


August 
September 
October. 
November 
December 
—Ji anuary 


ri ‘ 39. 5. 9 2’ 861 
Week ended: 
) 38. 7.8 . 16, 386 
May 12 37. 2 34, 3, 85 














1 Chicago, Kansas City, Omaha, South St. Paul, and Sioux City. 
Compiled from data of Livestock Branch, Production and Marketing Administration 


TaBLE 15.—Gains and feed consumption reported by Illinois cattle feeders, average 
1946-47 to 1948-49 


| | | 
Average | : rage! Feed consumed per 100 pounds gain 
weight ATOR A Gr a vernge 
Kind of cattle fed lof dayet et ey sn a l | 
pineed | on feed | of feed | gain | Cor a ey Silage | Hay 
| | 








i 
| Pas- 
ture 





| 





| | | 

Pounds| Days Pounds| Pounds, Bushels| Bushels| Pounds| Pounds} Pom nds 
Calves, long fed _--- 419 333 936 1.55 7.1 | 135 | 
Yearlings, long fed . 646 300 1,111 1.50 10.1 - 4 213 
Yearlings, short fed - 670 | 192 1,000 1.73 1L.1 oe 51 213 | 

Heavy steers------- 851 | 178 1, 159 1.75 13.7 .e 60 | 388 | 311 | 


Source: Compiled from Eleventh Annual Report of Feeder Cattle, University of Illinois Agricultural 
Experiment Station, September 1950. 


if Don 
a 
| 














TABLE 16.—Calculated costs of cattle feeding at January-April 1951 average Illinois 
prices for feed 





Total feed Allowance | Total feeding : 
Kind of cattle feed cost per for nonfeed | cost per jer ey 
0 catue 100-pound | itemsless | 100-pound wd 

gain credits ! | i 





Yearlings, long fed ‘ 
Yearlings, short fed 25. 70 
Heavy steers 30. 52 


Calves, long fed $19. 76 “. 94 
25. 26 











1 Includes costs of labor, overhead, interest on investment, transportation and marketing, and death loss}; 
and credits for manure and gain on hogs. 
2 For gains as shown in table 15. 
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FIGURE 2 
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Fieure 3 
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FIGURE 4 
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Figure 5 


MEAT AND INCOME 
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The Cuarrman. Thank you, Mr. Secretary. 

Mr. Brannan. I realize that there is a terrific amount of tables 
and statistics, but I respectfully say to you that I think probably 
that has been one of the things that has been lacking. At the risk 
of providing a little more than might be necessary, we have tried 
to put everything we could before you this morning. 

The CnHarrman. Mr. Secretary, it occurs to me that these tables 
and statistics and facts and figures and the arguments you have sub- 
mitted fail to justify the issuance of the order, and it appears to me 
that you have made some very sound arguments against the necessity 
for the order, and yet you conclude that we should give the price 
orders a fair chance to work until a better program has been brought 
forward. 

The reason I say that is that I would like to point out that in 
your statement you say the retail meat prices have risen only slightly 
more than factory wages and average consumer income. And you 
point out in the beginning of the statement that the demand for 
meat has increased since the present war mainly because of the high 
level of national income and employment which has prevailed in 
recent years and at other places in the statement you again mention 
and emphasize consumer preference, consumer buying power. 

That is exactly what the beef cattlemen contend that such increase 
in the price of beef as is now considered abnormal or unreasonable 
has resulted because the consumers have more money in their pockets 
to spend and the appetites have improved and they want to eat better; 
consequently, they are buying more beef. And that if the consumers 
would exercise their right of changing their diets somewhat, they 
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could buy pork and at a price below parity, but that as long as the 
consumer is willing to pay the price there is nothing that should be 
done about it. ° 

Then I would like to call your attention to the further fact, to the 
effect of this order. I do not think you indicate anywhere in your 
testimony that the order is calculated to bring about an increase in 
the production of beef. That is the thing that this committee is 
interested in. That is the thing that the consumer is interested in, 
and the thing we all should be interested in, what can be done and 
what should be done to increase the supply of beef, because, after 
all, that is the only answer to this problem that we have. 

On the other hand, it seems to me everything tends to show quite 
contrary that the order certainly impairs the incentive of the pro- 
ducer, and to the extent that the incentive of the producer is im- 
paired or imperiled it is reasonable to suppose that we will have a 
decrease in the production. 

Your figures and your statement clearly indicate that to me, that 
you, too, believe that because you say that in the next year or two 
more beef cattle will probably be slaughtered, but in the long future, 
3 or 4 or 5 years from now, less cattle will be slaughtered. That is 
exactly the argument that the beef cattlemen have been making. 

So it seems to me as I would review in my mind the testimony 
which has been offered by the beef cattlemen, that you have some- 
what emphasized and approved the arguments which they have 
submitted. 

We are looking at the immediate effect of this order and the long- 
time effect of it. If the order is not calculated to bring about an 
increase in production of beef cattle, it seems to me something is 
wrong with the order. And nobody, not even Mr. DiSalle himself, 
has been audacious enough to even pretend that this order is calculated 
to bring about an increase in the production of beef. 

The immediate effect of the order has not been to relieve the 
housewife, but we seem to have very strong and, I think, rather 
clear, cogent and convincing evidence that the consumer is not going 
to profit by this first roll-back, but the effect of it is going to be to 
take about three-quarters of a billion dollars out of the pockets of 
the producers and give it, not to the consumer, but to the processors 
and meat packers. 

And not one scintilla of evidence have I seen anywhere to the 
effect that the meat packers, Swift, Armour, Cudahy, and Wilson 
and these meat packers and others are losing money in the operations 
of their business, but Mr. DiSalle seems to have been convinced that 
they are losing money, that the margins of profit left to them in the 
present situation is not sufficient to enable them to stay in business. 

But when we ask the question, ‘‘What margin have you left for the 
producer?”’ nobody seems to be able to give us an answer. 

We had evidence here all day long yesterday which clearly indicated 
that one producer after the other is now in a position that he is faced 
with bankruptcy, cannot possibly stay in business; they will have to 
be forced out of the feeder business, because the margin left just is 
not there—there is not any. margin at all. 

The evidence shows that out of the hide of every cattle there will 
be taken away from the producers a profit of somewhere from $30 
to $40, and in some cases even higher than that. 
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The immediate effect of the order, apparently, has not been very 
pleasing to the housewife or to the ordinary consumer. 

* Here is a headline from a New York paper, from an article written 
by a very famous columnist by the name of Dorothy Brandon: 
“Ceilings Allow Sharp Rises in Cheaper Meats.” 

Certainly I cannot believe that Mr. DiSalle intended by his order 
to increase the price of cheaper meats. I would assume that the 
average worker, certainly the man with the low income would consume 
the cheaper meats. 

The effect of this order seems to me to increase or to permit the 
butchers to increase the price of cheaper meats, if this story has any 
sound basis, and I assume that it does have. 

It all adds up to this, as I see it: We would like to know whether 
you, as Secretary of Agric ulture, in the first place, look with favor 
upon roll-backs. 

I have been led to believe by contacts with Government agencies 
that nobody in the Government looked with any favor on the principle 
of rolling back prices, because every time you do somebody gets hurt. 

We had evidence here to the effect yesterday that OPA had ‘indicated 
on numerous occasions that they did not believe in roll-backs. 

I have been under the impression that your Department did not 
believe in roll-backs. 

I have been believing that we would not have any roll-backs. Now 
we do have a roll-back. And I would just like to know whether 
you, as the chief agricultural officer of America, believe in the principles 
of rolling back prices, first; and, second, we would like to know whether 
when you had a conference with Mr. DiSalle and he said that he did 
collaborate with you, whether or not you approved or disapproved this 
order. 

We are under the impression that he not only ignored your Depart- 
ment, but that he did not accord to the beef cattlemen whose liveli- 
hoods are involved, a forum or an opportunity to present facts and 
figures taken from their beoks and records showing the actual situation 
that will be brought about as the result of this order. 

When citizens come before a committee of Congress and say they 
have been denied a hearing or a day in court in an agency which has 
been given the power of ‘life and death over their livelihoods and 
over a vital industry, then I think that it is something all of us should 
be interested in. 

Without making any further comments, I would like to put this 


question: What is your attitude about roll-backs, and did you or 


did you not advise Mr. DiSalle to apply this order; are you willing to 
recommend any modification of the order? 

Secretary Brannan. Well, Mr. Chairman, there are a lot of ques- 
tions in what you have just put to me. 

The CHarrman. You can break it up just as you see fit. 

Secretary Brannan. I think everybody probably wants to know the 
answer to the last one first. 

I would like to point out to you that approval or disapproval of the 
order is not a prerogative of the Secretary of Agriculture. 

We supplied every bit of available information and assistance that 
we could supply in the formulation of the decision to apply some kind 
of an order, and to the extent that our folks who have the figures and 
statistics on the subject could do so, they supplied that working 
information. 
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I think I should say to you that our chief concern has been touched 
upon in the things you have said. One, whether or not this would 
have apy effect upon production, whether or not it would deter 
production of beef animals for the market, both in the short and in 
the long range. 

As I said in the first paragraph of the statement here today, reason- 
able people can draw some various conclusions from the things we have 
said, but based upon the fact that cattle numbers increased in 1949 
when prices were considerably lower to producers and in 1950 when 
they were somewhat higher but still some lower to producers than the 
price fixed by Mr. DiSalle’s roll-back, we could not and I do not see 
how anyone can reach the conclusion but that it is still an incentive 
price to the production of beef. Therefore, we said to Mr. DiSalle 
that in our opinion the level of prices of the order would not constitute 
a deterrent to the production of beef. 

And to that extent, Mr. Chairman, I must say to you that we con- 
curred in the issuance of the order. 

I realize and I know you realize that there has been much discussion 
of this matter all the way through Mr. DiSalle’s office, Mr. Johnston’s 
office, Mr. Wilson’s office, and so forth. We participated in those 
discussions and expressed our points of view. 

Nevertheless, I think the important point from the standpoint of 
the Department of Agriculture is our obligation to try to get the 
maximum production. 

I see nothing in the order which will disturb seriously or destroy the 
incentive to the production of beef animals. 

The CHarRMAN. You say that vou told Mr. DiSalle that it would 
not be a deterrent? Certainly, vou do not believe that this order is 
an incentive or an added incentive to production? 

Secretary BRANNAN. Of course, it is not any added incentive, but the 
roll-back price is still an incentive to the production of beef after you 
get out of this immediate adjustment period. 

The CHarrMAn. Well, now—— 

Secretary Brannan. I admitted in the statement, and I do not 
know whether Mr. DiSalle did or not, that the man who bought heavy 
steers right after January 26, is probably gomg to take some loss in 
his operation, but, Mr. Chairman, the only thing you can say about it 
is that he did it at least with his eyes open. 

The CuarrMan. No; he did not do it with his eyes open for the 
reason that they were led to believe, and they said in this room yester- 
day, that they were led to believe and they were actually assured that 
they would not be faced with a roll-back. 

Now you say something in your statement about coming forward 
with a better plan. Many Members of Congress say that if you are 
going to freeze anything, freeze everything across the board, wages, 
commodity prices, and every other item in the American budget. 
But when you start to roll bac k—— 

Secretary Brannan. That is a practic ‘al impossibility, Mr. Chair- 
man. There are many things, of course, in the agricultural line that 
do not need freezing at all, and I would hate to see freeze orders ap- 
plied to many, many agricultural commodities. 

The Cuarrman. Here is what the effect of this is acc ‘ording to your 
statement: Your statement clearly indicates that we will have more 
beef slaughtered in the next year or 2 than 3 or 4 years from now. 
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Secretary BRANNAN. I say that is a possibility. 

The CuarrmMan. Why is it? 

Secretary BRANNAN. It is a possibility because some people may 
move their animals to market in advance of the effective date of the 
next roll-back. 

The CuHarrMan. They are not moving into market now, are they’ 

Secretary BRANNAN. They are, Mr. Chairman. They actually in- 
creased for a few days after Mr. DiSalle’s order, and then they fell off 
considerably. 

The CuarrMan. But when you have the 90-percent slaughter quota, 
they cannot go to the market—when you limit the slaughter of cattle 
to 90 percent then you cannot have an increase going to market, ex- 
cept through the black market. 

Secretary Brannan. Well, Mr. Chairman, notwithstanding that, 
from our point of view the price is still, by any measure that we 
know about, an incentive price. As a matter of fact, if a freeze had 
taken place, say in December of last year or some period along in 
there before these higher prices developed—let us refer to table 11 
for just a moment. You will find that the sharp advances have come 
in feeder steer prices since January 1951. 

They moved from $29.45 per hundredweight in December, $31.88 
in January, $34.42 in February, $35.12, and $35.64 in April. 

The CuHatrman. Let me ask you right there-—— 

Secretary BRANNAN. May I add one other thing? 

The CHarrman. Yes. 

Secretary Brannan. If you will then turn to the last column which 
is on that page you will notice that after January only a limited num- 
ber of people got into the feeder market. They are very small in 
comparison to the people who got into the feeder market before Jan- 
uary. Actually, the people who got in before are in good shape, and 
some of those fellows who got in afterwards with heavy steers are go- 
ing to take a loss. 

The CHarrMan. Why would good businessmen like those that 
operate the great packing companies of this country pay more for the 
raw beef at farm levels than their margin would justify? In the old 
days we put cielings on cotton goods. We did not put it on raw 
cotton. And it was very effective, because when you put the ceiling 
on this shirt, the manufacturer knows all the way down the line 
what he can afford to pay for raw cotton. If you put retail ceilings 
on, why do you have to go to the farm level? 

Secretary Brannan. Well, Mr. Chairman, as you know I do not 
think the big packing industry in this country has ever been any too 
friendly to me. Perhaps | ought not to be in the position to defend 
them, but I make two points. 

First, there is nothing wrong with bigness in and of itself. 

Second, they did make out to the satisfaction of Mr. DiSalle, 
apparently, that they were being squeezed between the retail price 
at which they could dispose of their beef and the price at which they 
could procure the animal for slaughter. 

And the effect of the first roll-back is absorbed in that area. 

_I think we must preserve their businesses and keep them in opera- 
tion. 

The CuarrMan. But why could not Mr. DiSalle have said to those 
packers, “Just stop paying prices this high.” All they would have 
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had to do would have been to stay off the market and beef cattle 
would have gone down. 

Secretary BRANNAN. Then we would have disturbed the pattern of 
distribution and there would have been short supplies at one end, at 
the consumer end. And there are folks that would tell you that that 
would have driven the meat into the black market. 

Mr. Chairman, may I make one very significant point that under- 
lies all of this; I do not like any form of controls and I do not think 
anybody else does, but these are abnormal times. And in some 
areas we may have to take abnormal action to compensate for the 
abnormal times. I hope nobody gets the impression there is anything 
about this that anybody likes, certainly, me or anybody else in the 
Department. But I do say to you that as we move into the third 
and fourth quarters of this year, and there are more and more people 
moving from the peacetime industries into the wartime industries at 
increased wages and longer working hours and overtime, and as the 
market offers fewer automobiles, fewer radios, fewer television sets 
and less of many other things, then the consumer dollar is going to 
concentrate in the areas of food. 

It did in World War II. 

And there will be competition for the available supplies of beef. 
As we pointed out in the statement, too, Mr. Chairman, it takes 
about 3 years to get a beef animal ready for market. You just 
cannot snap your fingers and say, “We are going to have 200 pounds 
of beef available for the consumers in America.”’ Sure, the Argen- 
tinians eat 200 pounds of beef, and I assume we would eat 200 pounds 
of beef in this country if we could buy it at the same prices. 

The CHarrMan. Right there let'me interrupt you to point out this: 
In your statement on page 9 you say: 

With employment and production expanding, consumer incomes at the end of 1951 
will likely be several percent higher than they were when the January freeze was 
placed upon meat prices. 

That situation is this, that you freeze meat prices, but you admit 
that consumer incomes are going to continue to increase and they are 
going up several percent during the current year. If consumer income 
is going up, why should farm income be frozen? That is the thing 
I cannot understand. 

Secretary BRANNAN. Well, Mr. Chairman, again I call your attention 
to the fact that I am as concerned about farm income as anybody, 
as you are, and I know you are deeply concerned about it, and we have 
done our best to try to point out the relationships of farm income—— 

The Cuatrman. Another thing I want to ask you about 

Secretary BRANNAN. Mr. Chairman, just let me say this, I recognize 
that Mr. DiSalle’s order will cut some farm income, but I point out 
that for the most part it is taking it out of profit or out of increases in 
income over last year. 

The CHatrrMan. That is exactly what the cattlemen contend, that 
it is confiscating their profits to the extent of three-quarters of a 
billion. 

Secretary Brannan. I do not want to use the word “confiscate.” 
It is taking out part of their profits. 

The CHarrman. And not giving it to the consumer, but giving it 
to the packers. 





178 BEEF CEILING PRICE REGULATIONS 


Secretary Brannan. Well, Mr. Chairman, I think that is right. 
And if that was necessary to keep the packing industry in operation, 
and I believe it is desirable to keep the big packing industry in oper- 
ation, then something had to be done about it. 

The CHarrMAN. So we all concede, then, that this is for the relief 
of the packing industry, this first order? 

Secretary BRANNAN. Well, I think most of the first decrease or roll- 
back was absorbed by the packing industry. I do not know what 
Mr. DiSalle said on that. 

The CuarrMan. Just one other question and I will be through. 

Secretary Brannan. Mr. Chairman, the retailers—not only the 
packing industry, but the whole distributive channel—— 

The Cuarrman. The handlers. 

Secretary BRANNAN. The whole distributive channel, somewhere 
between the farmers and the consumers. 

The CuarrMANn. The middlemen? 

Secretary BRANNAN. Yes. 

The Cuarrman. All right. The public seems to be under the 
impression that beef is now 152 percent of parity. 

Secretary Brannan. That is right. 

The CHarrMan. Let me call your attention to the Choice and 
Prime beef. According to your own figures in your own Department 
as of December 1950, they were only 108 percent of parity. Just 
slightly above ‘parity. Good beef was only 114, Medium 122 and 
Common 126. 

These are the last figures made available to us. For some reason 
the Department apparently is not putting out any more figures, or 
did not put out any after December 1950. 

These are the ones that the ordinary consumer buys, these cuts——- 

Secretary Brannan. That is right. 

The CHarrMan. And they are not way out of line. 

Secretary Brannan. But, Mr. Chairman, may I point out that 
parity is not applicable to the consumer end of this. Parity is 
applied for the benefit of the producer. 

The CHarrmMan. We are not talking about consumer prices. We 
are talking about the producer prices. That is what is involved in 
this order. 

Secretary BRANNAN. But he sells the careass. And, Mr. Chairman, 
could I respectfully refer you to table 9? I would like to point out 
the parity relationship which I think is significant. 

If you will look at table 9, the first three columns from the left 
hand side, refer to “Beef cattle.’ If you will look down the middle 
column of those first three columns to the figure opposite 1949 you 
will notice that in 1949 the parity price per 100 pounds of beef was 
$13.10 and that that represented a parity of 152 percent. 

If you then come down to 1950, you will notice that the parity 
price per hundred pounds was $17.40, and that represented 133 per- 
cent of parity. 

In other words, a very substantial adjustment in favor of the pro- 
ducer was made in parity at that time. 

The CHairMan. All right. ‘ 

Secretary Brannan. And then it has marebed on up until now 
parity is $19.90, with cattle prices again at 152 percent of parity, and 
that is as against $13.10 representing 152 percent of parity in 1947. 
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The CuarrmMan. The thing about it is, the point I was making is 
that is beef across the board. 

Secretary BRANNAN. That is right. 

The CHarrMan. All right. 

Secretary Brannan. That is the only way the faremr sells it. 
He does not sell it by cuts. He sells it in a carcass, usually on the 
hoof. 

The CuarrMan. These are carcass prices here? 

Secretary BRANNAN. No, live animal prices. 

Mr. ANpRESEN. I want to ask a question here which you can answer 
tomorrow. Obviously, the purpose of the roll-back order is to 
accelerate the marketing of beef cattle during the coming months and 
before the second roll-back. I would like to have you answer this 
tomorrow. 

The slaughtering of livestock has been limited to 90 percent of 
what it was last year as far as the packers are concerned. Can you 
tell me who is going to buy this livestock if the marketing is accelerated 
during the next few months? The packers can only buy so much. 

Will you tell us tomorrow when you meet with us who is going to 
handle that livestock? 

Secretary BRANNAN. You know that is really a question for Mr. 
DiSalle, but if you would like us to try to get the answer, we will try. 
We are the purveyors of all of the basic data and information that 
we can get. 

The Cuairman. Before recessing I would appreciate it if you would 
come back at 10 o’clock tomorrow morning. We cannot meet this 
afternoon for the reason that the agr icultural appropriations bill is 
being read for amendments on the floor of the House, but the House 
will probably not be in session tomorrow. So when we finish with 
you, Mr. Secretary, we will go on with the other beef cattlemen who 
desire to testify and will probably be in session all day tomorrow. 

Mr. Simpson. I would just like to make one short statement. 
In the first place, I think it should be distinctly understood that the 
Agricultural Committee of the House does not have any authority 
on control legislation. In other words, this committee does not 
legislate on the extension of the Defense Preduction Act. All we can 
do is protest if we are so inclined. The Banking and Currency 
Committee has been assigned this legislation. 

What actually will happen with the cattle business is that if it takes 
3 years to produce a steer, the people that are going to get the benefit 
of this roll-back are the people that raise the steers, the manufacturers 
of the beef. All the order is doing is simply taking the Corn Belt 
cattle feeder out of the market, the man that puts two to three hun- 
dred pounds of good beef on the steer. If the feed-lot operator is 
eliminated, nothing but a national economic loss will result. 

The CuarrmMan. The committee stands adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 11:20 a. m., the committee adjourned, to reconvene 
at 10 a. m., Friday, May 18, 1951.) 





thos 
the 
und 
the 
C 
the 
was 
Wal 
I 


hav 


are 
mak 
whi 
the 
Wor 

" 
of t 


N 
mel 
the 
ceil 
ind 





BEEF CEILING PRICE REGULATIONS 


FRIDAY, MAY 18, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CuarrMANn. The committee will be in order. 

I would like to state for the members of the committee and for 
those attending the meeting that we are honored this morning by 
the presence of 10 members of the German Federal Parliament here 
under the auspices of the Governmental Affairs Institute, and upon 
the invitation of the Department of State. 

Conducting the group is Mr. Gerhart Sieger of Long Island, for 
the Governmental Affairs Institute. I understand that Mr. Sieger 
was also a member of the German Parliament back before World 
War II and before the days of Adolf Hitler. 

I would like to say to our visiting guests that we are delighted to 
have you with us this morning and we are happy to know that you 
are visiting in this great country of ours. We hope that you will 
make some worth-while on-the-spot studies of the institutions under 
which we are operating. We hope that you will enjoy your visit to 
the Capital: of this great country, and that your visit here will be 
worth while in all respects. 

The first witness to be called is Mr. Ray W. Willoughby, president 
of the Texas and Southwestern Cattle Raisers’ Association. 


STATEMENT OF JOE G. MONTAGUE, RAY W. WILLOUGHBY, T. L. 
(JACK) ROACH, C. K. McCAN, AND NORMAN MOSER 


Mr. Monragur. At the suggestion of the chairman and several 
members of the committee, and at your request, I tried to secure for 
the committee definite information with reference to the effect of the 
ceiling price order on live cattle, the effect that that will have on the 
industry, and I have brought four gentlemen here who, I believe, 
know the facts with reference to the range production of cattle and 
the effect that this ceiling price order will have on that industry. 

These gentlemen are from four widely scattered sections of the 
range country in Texas. 

The first is Mr. Ray W. Willoughby, the president of the Texas 
and Southwestern Cattle Raisers’ Association. Mr. Willoughby is 
from San Angelo, Tex., which is in the southwestern part of the 
State, and he operates ranches in what we call the Big Bend country, 
out toward El Paso. 
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And next is Mr. C. K. McCan, who is from Victoria, Tex., ‘the 
extreme south Texas, and operates ranches there. 

Next is Mr. Jack Roach, who is from Amarillo, in the Panhandle 
of Texas, where he operates his ranches. 

Next is Mr. Norman Moser, who is from north Texas, along the 
Red River, that is, northeast Texas, from De Kalb. 

I think each of these gentlemen will be able to give the committee 
the information that you have been wanting with reference to range 
production and the effect of the order. 

Mr. Willoughby has a prepared statement, but in the interests of 
time the suggestion has been made by him that he will file that unless 
the committee desires to have him read it. And the group is open 
to questions by the committee in any way you want to ask them. 
We believe that might save time and get to the crux of the situation 
faster. 

The CuarrMan. We leave that decision entirely to Mr. Willoughby. 
He can read his prepared statement or file his statement for the record 
and make an extemporaneous statement if he desires to do so. 

I should like to say that after Mr. Willoughby we will call Mr. 
Roach, and then Mr. McCan, and then Mr. Moser. 

Following Mr. Moser, we will call Mr. Warren Montfort, Mr. James 
Brown, Mr. Mark Pickell, and Mr. Carl Scammon, and then former 
Congressman Phil C. Ferguson, of Woodward, Okla. 

I would like to say that the House is not in session, and the com- 
mittee will probably continue hearings until around 1 o’clock and then 
adjourn until 2:30, at which time Secretary Brannan will return. So 
we hope that you gentlemen will bear in mind the element of time. 
We will make as much time as possible. 

We are glad to hear from you now, Mr. Willoughby. 

Mr. Wititovcuey. Thank you, Mr. Chairman and gentlemen of 
the committee. 

I believe in view of the fact that the chairman has said that we 
would continue hearings until 1 o’clock and then the Secretary will 
be here, and that we may need all of the time possible, I will confine 
my testimony to just questions and answers, if you gentlemen see fit 
to ask them, or I will make a few statements and then I will file this 
brief. 1 think that will cover our proposition and we will save some 
time. 

The Cuarrman. That will be all right. It will be made part of the 
record. 

(The prepared statement of Mr. Ray W. Willoughby, is as follows:) 


STATEMENT OF Ray W. WiLLouGHpy, PRESIDENT, Texas AND SOUTHWESTERN 
CatTLeE RaIsErRs’ ASSOCIATION 


Mr. Chairman and gentlemen of the committee: My name is Ray W. Wil- 
loughby. I live in San Angelo, Tex., and I am president of the Texas and South- 
western Cattle Raisers’ Association. The members of our organization are 
primarily producers of range cattle, but we do also have quite a number of cattle 
feeders as members. 

It is my understanding that the primary object of this hearing before your 
committee is to inquire into the situation resulting from the issuance by the 
Office of Price Stabilization of Ceiling Price Regulation 23, that being the order 
establishing ceilings that slaughterers may legally pay for live cattle. 

We believe that this order is wrong; that it will not accomplish the purpose it 
was intended to accomplish, and that actually it will do a great deal of harm to the 
country. Our reasons for so feeling are hereinafter set out in some detail. 
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EFFECT ON PRODUCTION 


The greatest injury that will develop from the order is the fact that certainly 
it will reduce the production of beef. I want to here point out that Iam using the 
term ‘“‘beef’’ and not ‘‘cattle.”’ 

The order provides for ceiling prices on live animals at the slaughter level. 
These prices are established by grades. The established prices constitute a 
reduction in present prices, generally called the roll-back, amounting to from 9.2 
to 18 percent, the variance being by grades. The greatest roll-back is on cattle 
grading Commercial and lower. In addition to this present roll-back, the an- 
nouncement was made that there would be two additional roll-backs, each of 
{46 percent, one effective August 1, and the other effective October 1. 

Everyone subscribes to the principle that, at this particular time, it is highly 
desirable to increase the production of beef. This increased production is one of 
the essentials in the fight against growing inflation. How anyone can possibly 
believe that an increase in production can be achieved by a reduction of the 
returns to the producers is incomprehensible to me. There are only two things 
that can be done to get increased production of beef. One is the increase in the 
number of beef animals, and the other is to increase the weight of the animals 
that are slaughtered. The order known as CPR 23, will certainly not accomplish 
either objective. 

A—FEEDING 


Considering first the question of increasing the weight of slaughter cattle, the 
question is simple. Cattle feeders buy range cattle and put them in their feed 
lots where they are fed grain, hay, and other supplements for such length of time 
as may be necessary to bring them to that condition considered suitable for 
slaughter. The feeder either raises his own feed, in which event his year’s work 
is represented by his stock of feed, or he buys his feed on the market, which 
practice will call for a heavy cash investment. The problem is simply this: If 
the price that the feeder can get for his finished cattle will show a reasonable profit 
on his investment and a reasonable return for his work, then he will feed cattle. 
If no such return can be reasonably expected, then the feeder will not feed cattle. 

CPR 23 established ceilings on fed cattle that will not allow the feeder to 
get any profit out of his operations, and unless he is a most efficient operator and 
happens to be blessed by most favorable conditions, he will not even recover his 
investment. The order establishes ceilings as follows: 

For Prime cattle the ceiling is $37. 

For Choice cattle the ceiling is $34.20. 

For Good eattle the ceiling is $31.50. 

For Commercial cattle the ceiling is $27.30. 
For Utility cattle the ceiling is $21.80. 

For Cutter and Canner, ceiling is $19.50. 

Every feeder aims at the top. Each man wants to be able to say that on such 
and such a day “my cattle topped the market.’’ There is an element of pride in 
such a feat. Unfortunately, it is true that only about 2 percent of the cattle 
fed out ever achieve the top grade of Prime. So for all practical purposes that 
grade and the ceiling fixed for it may be excluded from this consideration. It is 
also unfortunately true that not all of the fed cattle reach the grade of Choice. 
A substantial number of such cattle just make Good and some do not get beyond 
the grade of Commercial. 

I am not personally familiar with the detailed costs of a cattle feeding operation. 
Actual feeders can give you better information on that subject. But we have 
assembled some information from actual feeders of cattle in Texas, and I will give 
you this information. 

In our effort to secure for you accurate, demonstrable figures pertaining to 
feeding costs, I have availed myself of official records kept by various Extension 
Service agents in Texas, and by the Agricultural and Mechanical College of Texas. 
These records have been furnished to me and tell the stories related to 10 feeding 
operations. Each record shows the actual cost incurred in increasing the weight 
of the fed animal by 1 pound. ‘The average cost for each such pound of added 
weight was 43.45 cents. All of these cattle graded Choice, which, under 
CPR 23 would have a ceiling of 34.20. Therefore, if those cattle had to be 
marketed under the control of that order, the feeders would have lost 9.25 cents 
for each pound of weight added to the fed animal. 

Your attention is particularly called to the fact that, in each of the tabulations 
listed above, no allowance is made for (a) Labor, (b) capital investment in feed 
lots and necessary equipment, (c) marketing costs, and (d) death losses. Each of 
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these items would add to the feeding cost, but even without these items the estal- 
lished cost runs considerably higher than the top possible ceiling price under t}« 
order, and most of the cattle were graded Choice instead of Prime and therefore 
could not get a price of more than 34.20 per hundredweight. The losses fro: 
such feeding operations, if continued under the control of CPR 23, would by. 
prohibitive. 

The conclusion is inevitable that feeding of cattle in Texas would stop. We 
believe that such situation is not much different from conditions in other sections 
of the country; and since about 30 percent of the total tonnage of beef is produced 
in the feed lots of the country, the measure of damage that will result from this 
order will be tragically high. 

RANGE PRODUCTION 


Now, if I may, I would like to discuss the effect of the order on range operations. 

In the first place, I call to your attention that the present roll-back amounts to 
18 percent and not the 10 percent mentioned in the order. There are to be two 
more roll-backs, each of 414 percent, making a total of at least 27 percent by Octo- 
ber 1, but if the first announced roll-back of 10 percent actually was 18 percent 
and the same proportion is carried out in future announced moves, then the total 
would be 34 percent and not 18 percent as is stated in the consideration cited to 
support the order. 

Such treatment certainly would not be an encouragement to range producers. 
No one would want to increase his herd because of the beneficence of the order. 

But we range people are not as economically independent as are other people. 
We could not stop production if we wanted to do so, and we do not want to stop 
and will not. The land we own or lease is strictly range land, unsuited for any other 
purpose. We have to use it to grow cattle on, and that is just what we will do. 
I cannot visualize anyone increasing his operation and many will stop their plans 
for expanded production, but in the main, the numbers of range animals cannot 
change very materially. Only the marginal small operators will get out of the 
business, and since they are not a constant factor in the industry, the loss in cattle 
numbers will not be great. 

Cattle are produced in every State of the Union. In fact, I believe that some 
cattle are produced on practically all of the 6,000,000 farms in this country. It 
would be most presumptuous of me to try to tell you what is the cost of production 
of an animal in any section of the country other than my own. I do know that it 
is most unlikely that any two producers anywhere would have the same production 
costs. There are so many factors that enter into this matter that it is impossible 
for anyone to give you anything like an accurate statement on the cost of range 
production. 

However, I am prepared to give you a statement with reférence to the cost in- 
curred in producing a range animal in the area in which I live, and I have with me 
some gentlemen who are likewise prepared to give you similar statements relating 
to the areas in which they operate. Our several statements will be attached to this 
statement as exhibits. 

But the effect of the order on production of both beef and cattle is not the only 
harm that will result from this order. 

Unless memories are extremely short-lived, it can be recalled what happened dur- 
ing the time of the late, unlamented OPA. You will recall the incontrovertible 
evidence that was given to you from many sources showing the disruption in the 
distribution of beef. Surely you will recall that dramatic and never contradicted 
evidence which showed 86 percent of the beef of this country was being markete« 
outside of legal channels. Those of you who live in rural areas will have in mind 
the fact that a normal or even above normal number of cattle moved from the 
range and disappeared. And you who live in the cities will recall that, while 
every butcher shop had on exhibition a chart showing the list of ceiling prices for 
beef, these charts meant nothing because there was no beef. And if you were 
fortunate enough to find some beef, the chances were almost nine to one that you 
would have to pay well above the ceiling price for it and that it was of inferior 
grade. 

When we say to you that CPR 23 will cause a similar situation to now develop 
we are not pessimistic—we are merely realistic. 

These comments about the effect on distribution are based on my own observa- 
tion and memory. The field of distribution is not our sphere of endeavor. Those 
who are engaged in that phase of the beef industry can best tell you about that. 
But I.do have a clear recollection of the situation that then existed. 

Mr. Chairman and gentlemen of the committee, it is so clear to me that this 
order is wrong and that it will cause the country terrific damage in the loss of 
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production, in the failure to realize the most from what is produced and in the 
break-down of the distribution system, that I cannot conceive of a dispute on these 
points. The only thing to do is to revoke the order at once or, better still, for the 
Congress to make such an order illegal and unauthorized. 

Mr. Wittovexrsy. As Judge Montague told you, I live at San 
Angelo. I am a range producer. I operate ranches in several west 
Texas counties. 

As you well know, most of Texas, especially the western part, is 
only adapted to livestock raising. That is the only occupation we 
have in that section of the country. 

Our cost of production has become so high that it is almost impos- 
sible for us to compete with the rise in prices. 

What I want to show you here, if I can today, is the effect that the 
ceiling prices on beef will have on the production and also on the 
consumer receiving this beef, so to speak, over the counter. 

It takes a good while to raise and breed up a breeding herd. It 
takes a good while to produce a calf or a yearling. 

The feeders have to buy these cattle from us. They do not have 
to, but they do, and then they go in the feed lot and then they feed 
them out and that produces the beef. 

The ranching business, the cattle raising business, is one of the most 
unique businesses, I would say, that any man ever attempted. My 
reason for saying that is that it depends, that is, whether your opera- 
tion is successful or not, so much on the elements, the weather. 

If we have favorable conditions, I mean, plenty of rain, the winters 
are mild, we can produce a calf considerably cheaper than we can if 
we have to supply a lot of supplementary feeding. 

Now we are going through a pretty serious drought. Our feed 
bills are high. It is hard to estimate the cost of production. 

We have some figures but I will not attempt to bore you with them 
here. I will leave them with you. They are the figures of a small 
operator, a medium and a large operator. 

The CHatrMaAN. That is exactly what we want. We want the 
figures. If you will leave them for the record, that will be fine. 

Mr. Wit.tovensy. I will leave them for the record, Mr. Chairman. 
I will try to give you some of them now if you would like for me to 
do so. 

The Cuarrman. That would probably be well if you would give us 
some figures. 

Mr. Wit.toveusy. I think I have other gentlemen here, though, who 
are going to give some of those figures, too. 

The CuHarrman. If you prefer to have some of your associates 
present them, it will be perfectly all right for you to do so. 

Mr. Witiovensy. All right. 

I kind of put these down in cowboy language as I came along here, 
and I will prepare them a little better for you when I present them 
for the record. 

I have taken an operation similar to my own and one particular 
ranch, an operation of about 40,000 acres of land. 

The CuarrMan. That is rather a small farm for Texas, is it not? 

Mr. Witiovausy. I would say that was a medium sized operation, 
Mr. Chairman. 

On that ranch I run about fourteen to fifteen hundred livestock, 
composed of 1,000 breeding cows, in round numbers, 200 2-year-old 
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heifers for replacements—you have to keep these herds replaced—and 
200 vearlings, and then about 50 bulls, and about 50 saddle horses 
and mules, and so forth, to operate this unit. 

I can lease that land for $1 an acre to any operator and I can quit 
the business, but I do not want to quit the business. I would not 
have anything to do. 

It takes, I would say, from 25 to 30 acres of land to take care of 
each of these animals over a period of 12 months. This is strictly a 
grazing proposition. The terrain and the topography are such that 
it is arough, mountainous country and hard for the cattle to get over. 

Mr. AnpreseNn. You mean that it takes about 30 acres to feed one 
animal? 

Mr. Wittoveusy. For a period of 12 months, that is correct. And 
if we do not get sufficient rainfall it will take more than that. 

Mr. Garuines. What would your taxes run on those 40,000 acres 
of land? 

Mr. Wittoveusy. On this particular ranch the taxes would be from 
5 to 7 cents an acre. If I had known you were going to ask me that 
question I would have brought my tax receipts with me. 

Mr. Garuincs. So you could lease your ranch at $1 an acre and 
come out all right? 

Mr. Wittovcupy. Well, of course, I would have to pay the taxes 
on it. 

Mr. ANDRESEN. There are more expenses than taxes. He had to 
buy the land. 

Mr. Garuines. I know. How much is that land worth? How 
much did it cost? 

Mr. Wittoversy. You cannot tell. That is a hard question to 
answer, because it would be worth something for the mineral value, 
it would be worth something to a man with a lot of money just as an 
investment. It would be pretty hard to determine what the land 
would be worth. 

Mr. Poace. Let us not bother about what it is worth. The ques- 
tion is, what will it sell for. It will sell for more than it is worth. 
You have got to use it. 

Mr. Wittoversy. It would depend. A man might want it for an 
investment, you know, and some people would be content with 1 or 
2 or 4 percent return. It sells for just about what a man is able to 
get for it, is the only way I could answer it. 

Mr. Poage. You would be able to get $25 or $30 an acre for that, 
would you not? 

Mr. Wittoveusy. Mr. Poage, that is why we have chosen to go 
on a lease basis, because we do not know what the land is worth. 

Mr. Poagce. I know that we do not, nobody knows, but we all 
know it is selling for more than it is worth. : 

Mr. Witiovensy. That is true. 

Mr. Poace. And you could turn around and sell that land for 
enough money so that you could take that money and put it out at a 
mighty low rate of interest and make more than you can on the cattle. 

Mr. WitLoversy. Ordinarily speaking, I would not say more, but 
I would think so. I never did try it. I think that would probably 
be substantially correct, anyhow. 

The CuarrmMan. You are proceeding on the theory that here is a 
man in the cattle business who has leased land at a reasonable price 
of $1 an acre? 


Mr. 
The 
of it? 
Mr. 
The 
that is 
Mr. 
The 
figures 
Mr. 
ranch, 
of the 
heifer: 
head. 
Ane 
You 
prices 
is no | 
You 
Ane 
to $1 
there. 
Th 
whet] 
into t 
Yo 
$14,0 
Th 
Mi 
ager, 
for m 
Th 
for Vi 
Mi 
Mi 
catth 
M 
wind 
Th 
land’ 
M 


soun 





BEEF CEILING PRICE REGULATIONS 187 


Mr. WiruLovuauey. Yes. 

The CuarrRMAN. So you are not bothered about the actual value 
of it? 

Mr. WitLoveusy. That is correct. 

The CHarrMAN. You assume when you fix the lease at $1 an acre 
that is a fair price to run cattle on? 

Mr. WitLoveusy. Right. 

The CHAIRMAN. Suppose you go ahead and give us the additional 
figures. 

Mr. WitLovuGcupy. Next you have the proposition of stocking this 
ranch, What your livestock is worth on it. These cows in our section 
of the country would sell for about’ $300 per head. The 2-year-old 
heifers for around $250, and the yearling heifers for around $200 per 
head. 

And then you have your horses and the mules, and so forth. 

You have either got a “sorry” one or a good one. There are two 
prices on horses and mules in our country, either $5 or $150. There 
isno in between. They are “sorry” or they are good. 

You have an investment there of around $425,000. 

And then your interest, I figured, on that would be worth $16,000 
to $17,000 at 4 percent on your investment that you have invested 
there. 

The point I am getting to is that your money is worth so much, 
whether invested in land or cattle or what not. And that is all going 
into the cost of your production of this animal. 

You have your labor which, on that unit, would run to around 
$14,000 for the year around proposition, to take care of this livestock. 

The CuarrmMan. Do you calculate anything for management? 

Mr. Wittovucupy. Yes. I have calculated a foreman, a ranch man- 
ager, $300 a month which, I think, is very conservative. And nothing 
for myself. 

The CHatrMAN. What I mean is that you are not charging anything 
for your supervision or management? 

Mr. WitLovcusy. Nothing. 

Mr. Garuincs. How many men would it require to look after those 
cattle? 

Mr. Witiovcupsy. I believe I have figured seven and a cook and a 
windmill man to keep up the windmills on an operation of that kind. 

The CHarrMANn. Eight men and a cook looking after 40,000 acres of 
land? 

Mr. Wititovacusy. Here is the proposition on that. Does that 
sound small or large to you? 

The CuarrmMan. It sounds mighty small to me. 

Mr. Wititovcusy. We are all right then. 

Mr. ANpRESEN. How many head of cattle did you say you had on 
those 40,000 acres? 

Mr. WitLovucupy. Well, cattle and horses and mules, 1,500. 

Mr. ANnpRESEN. How many of those would be cattle? 

Mr. Wittovucusy. There would be 1,450 head of cattle. 

Mr. ANDRESEN. A good Texan ought to be able to take care of that 
many cattle alone. Bob Poage, for instance, could. 

Mr. WitLovcupy. You will notice that I told the chairman I did 
not allow anything for myself. Ido not work any. I probably could, 
if | worked. 

84040—51——18 





188 BEEF CEILING PRICE REGULATIONS 


Mr. Hitt. What are the age of the cattle. When you say 1,450 
cattle, it does not mean anything to me. 

Mr. Witiovcuey. It consists of 200 yearling heifers, 200 2-year-old 
heifers, and 1,000 calves which would vary in age from 2’s up to 
about 8. 

Mr. Hiux. And 50 bulls? 

Mr. WitLoucnsy. Yes. If any of you people have tried to buy any 
bulls lately, you know that they come at a pretty high premium. 

Mr. Hit, We have been selling them in Colorado. 

Mr. WitLovucupy. You have been getting around $750 for your 
range bulls. 

Mr. Hiti. We had one at $50,000, the highest in the United States. 

Mr. WiLLovuGcusy. That is some bull. 

Mr. Hixu. In other words, we licked the Democrats on that very 
statement. Some smart aleck said that the Governor was the biggest 
bull shipper in the United States and he won on that statement. 

Mr. WitLovuGusy. We need you in Texas, Mr. Hill. 

Mr. Hint. I have enough trouble with Poage here, and when he 
leaves Texas, I will come down. 

Mr. WitLtovucusy. We can take care of both of you. 

You can see from these figures that I have scratched down in cowboy 
language that I have to have a bookkeeper and an accountant to tell 
me how much income tax and so forth I have to pay. 

I pay my accountant $600 a year, $50 a month, to keep my books 
and to file this income tax return. 

Mr. AnprEsEN. That is pretty cheap. You ought to send him 
down here. 

Mr. WitLovcnusy. Do not misunderstand me. We have a set-up 
there whereby he keeps sets of books for probably 150 ranchmen. 
That is his business. He is a certified public accountant. 

And then you have the proposition of feed, supplementary feeding. 
We always feed these cows about 4 or 5 months, 2 pounds of cake a 
day of this $100 cake. That is a considerable feed biil. 

And then you have your trucks and pick-ups to administer this 
operation, to put out the feed, to keep up your windmills, to keep 
them greased, pull the rods, and so forth. 

And you have the depreciation on these things. You have the gas 
and oil and so forth. 

When you boil that down and figure on a 75 percent calf crop—and 
that is a pretty good average calf crop in Texas at weaning time, you 
may get a few more—the smaller operators may get a little larger calf 
crop because they can take a little better care of their cows—— 

Mr. Poace. Right there, your smaller operator’s costs run higher 
per unit than yours do. 

Mr. WitLovcusy. | have some costs on that, if you would like to 
have them, but figuring on that basis, gentlemen, this coming veat 
we cannot tell what it will cost us to produce a calf, because it has not 
rained vet. I was talking to one prudent operator yesterday. Ordi- 
narily in his section of the country when he can quit feeding these 
cattle by the Ist of April, he has fed more cake since the 1st of April 
than he ordinarily would have up to the Ist of April. So you cannot 
tell what it will cost this vear. 

Last year the cost of production of these calves was around 34 to 
35 cents a pound. 
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The CHAIRMAN. Last year? 

Mr. WitLovcusy. The year 1950. And it will be that much or 
more for 1951. 

The CuarrMan. That is based on the figures and the calculations 
made for you by your certified public accountant? 

Mr. Wittovenpsy. Yes, sir. I made these figures. He did not 
work this out. I made those the other night in the Texas Hotel, and 
then on the train coming up here yesterday and the day before. 

The CuarrMan. I know. Were those figures that you made com- 
parative with the figures that could be taken actually from the books? 

Mr. Wittovcusy. They would be the same, because he will take 
my figures to make up the income tax, my sales, my cost, my expense, 
and so forth. The way he keeps these books he takes my bank state- 
ment every month and he files every check for expense, and so forth. 
You are familiar with the way they conduct these propositions as to 
making up this income-tax statement. 

There are your figures on production, gentlemen. 

To go a little further, as I said, we are confronted with the elements, 
the weather. I have not figured anything in there for the payment 
of income tax, for State and county taxes. 

Much of our land is in independent school districts. We have inde- 
pendent school district taxes. 

I might put in here right now, as I said, this was a unique business. 
This thing cannot be gotten together overnight. I mean, a cattle 
business cannot be gotten together overnight. It cannot be stopped 
overnight. We have to go on whatever happens and whatever the 
price is, and we have no intention of stopping. We hope we will not 
have to curtail any production, because vou know it is bad business 
if you have a losing proposition to curtail your production to where 
you can kind of break even. 

The Cuarrman. Let nie ask you a question right there. After 
reviewing your own operation, is it vour opinion that you cannot 
operate profitably under these roll-back orders? 

Mr. Witiovcusy. That is right. 

The CHAIRMAN. You give it to us as a fact that you are faced with 
the probability of losses? 

Mr. Wittovcusy. Yes. Not: only that, but you see, when we 
produce this calf and get it up to weaning age, 7 or 8 months old in 
the fall, our principal market for our product is to a Corn Belt feeder. 
I am not going into that because I am not a feeder. I do not know 
What his costs are, but they come in and buy our product, these calves. 
They are not going into a proposition facing three roll-backs in a few 
months. They would rather sell their stuff or lie idle. 

The Cuarrman. If the feeder is forced out of business on account of 
these orders or by virtue of these orders, then your cattle will have 
to go straight from the ranch to the stockyards? 

Mr. Wititovensy. Exactly. 

The CuarrMan. And they will go there in bad shape? 

_ Mr. Wittoversy. Sure, and not only that, that they will go there 
in bad shape, but that will cause two pertinent factors in the reduc- 
tion of beef. They will not yield as much beef. And by the same 
token, they will be—we do not want to get into the black-market deal 
because I do not know anything about it, but I know it is prevalent— 
that is the other factor and we will get less beef, that is, the consumer 
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will get less when it is intensely needed for our Armed Forces and 
allies and the civilians, and so forth. 

And another thing, I might point out along that line, a lot of these 
old cows had to be replaced. I have kept replacement heifers, 1 and 
2 years old for these older cows. You have to kind of nurse them 
along, so to speak. 

We have a lot of so-called auction range in our section of the coun- 
try where you can dispose of these small packages and small parcels. 
These farmers buy most of these older cows. They pay good prices 
for them with the expectation of getting a good high-priced calf. An 
old cow will raise almost as good a calf as a young one if she is properly 
taken care of. We cannot take care of her on the ranges, but these 
farmers with the small field of oats or alfalfa or something like that, 
can nurse them through. And they buy them at a fair price. 

Now if they know that they are not going to get this calf sold at a 
good price they will not buy that cow. She will be forced to go to 
market and go into a can or to be made soup out of, and within a 
short time your breeding herds will be reduced, thereby reducing your 
production of beef. Do you follow me on that score? 

These old cows that go in the can and go in the soup are the ones 
I am referring to. And they just will not be on these small farms. 

The CHarrMan. That will result in a decrease in the herd? 

Mr. WitLoveusy. Yes; that will result in a decrease of your breed- 
ing herd. Thereby, it will result in less production. 

The CHarrMan. Were you, or Judge Montague, or anyone con- 
nected with the Southwestern Cattle Association afforded an oppor- 
tunity to present facts and figures to Mr. DiSalle or his associates 
before this order was issued? 

Mr. Monracue. If I may answer that. 

Mr. Wit.Lovcuesy. I was not. ® 

Mr. Montacue. I went to see Mr. DiSalle very shortly after he 
went into office. I did not discuss the right or wrong of the thing, 
but I told him this, that before they issued any order I hoped that 
they would give the actual range producers an opportunity to discuss 
the matter with them. He said that he would. 

Later when he appointed an advisory committee, a member of his 
staff telephoned me and named over some people he was thinking 
about calling up to sit on the advisory committee. There were two 
members of our association in that group. One of them is here today, 
Mr. Moser. And the other was Mr. Jay Taylor of Amarillo. He 
said he was calling them. 

They came up to the advisory committee. 

The report I got was that they were never asked for any advice. 
However, Mr. Moser can tell you about what occurred in that 
advisory committee meeting better than I can. 

Other than that I know of no consultation with any range producers. 

Mr. Hoeven. Is it not a fact that the industry was under the 
impression and had been advised that there would be no roll-back 
order? | 

Mr. Monvracur. Yes. Everybody in the industry had that 
impression. 

Mr. Hoeven. | understand that there are several letters in circula- 
tion that have been addressed to Members of Congress giving more 
or less assurance that there would be no roll-back order. Do you 
know anything about that? 
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Mr. Monracue. | do not know the facts about that; no, sir. I 
have never seen those letters myself. 

The CHarRMAN. You may proceed, Mr. Willoughby. 

Mr. WiiLoveusy. That almost concludes anything I have to say. 

I just know that the range man, the producer cannot do a job 
that needs to be done badly, and very much so at this time, if he is 
handicapped and shackled with these price ceilings, with these roll- 
backs, and with the quotas, and so forth. 

I do not know what business you were in before you came here, 
but as a practical man, if you were faced with a proposition like this, 
what would you do, if you had one roll-back in effect now and you 
knew two others were coming in? What would you do with your 
cattle and other stuff? You would pile them in there and sell them 


= 


and then next year or 7 or 8 months from now you would be out of 
beef. 

If Bob Poage down in the cotton country had good evidence to 
believe that that cotton was going to be reduced by 10 or 12 cents a 
pound in October and in August and so forth, he would be hunting 
him a buyer: today. 

Mr. Poace. Probably I would not find him and likely I would 
wind up by not planting. 

Mr. WitLtovuacuey. Yes. 

The CuarrMANn. Are there any further questions? 

Mr. ANpRESEN. Your business is raising cattle? 

Mr. WitLovauesy. Yes, sir. 

Mr. ANprEsEN. You have been in that business for a long time? 

Mr. WitLoveusy. Fifty-one years. 

Mr. ANpRESEN. What concerns me is the idea that you may go 
out of business because you are losing money. If these roll -hack 
orders continue and the Government continues regulation over the 
production and processing and distribution of meat, here you are 
sitting down there. The illustration you have given us about having 
1,450 ‘head of cattle on those 40 ,000 acres, will vou continue to breed 
your animals, to raise more ¢ attle, or will you dispose of your founda- 
tion stock? 

Mr. Wrutovucusy. Well, I will try it a little while, Mr. Andresen, 
with the hopes that this order will be suspended. 

Mr. ANpreEsEN. How long will you live in that hope? 

Mr. Wittovacusy. Well, as I told you, you cannot stop this busi- 
ness overnight. Neither can you start it overnight. You have to 
stay in this until your credit man says, ‘You are losing too much 
money. Go sell your cattle and come in.”’ 

Mr. ANpResEN. Do you think you would stay in it until after 1952? 

Mr. Wintoveuey. I will do the best job I can producing this beef. 

Mr. ANpRESEN. That is all. 

The CuarrMan. In other words, after you know the real effect of 
the order on your operation, if it appears then that you are losing 
substantial amounts of money, you will have to make the decision 
as to whether to continue to lose money or quit business? 

Mr. Wittovcuey. Yes; just like I pointed out a minute ago, we do 
not know this year how much it will cost to produce this calf. We 
cannot tell just how much the loss will be. Next year it may be more, 
it may be better. You kind of have to cross these bridges and make 
up your mind when you get to them. 
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The CuarrMan. It is your opinion now that this order is definitely 
calculated to reduce the herds and thereby reduce the production of 
beef? 

Mr. Wit.Lovcusy. Absolutely. 

The CuarrMan. For the consuming public? 

Mr. WitLovucuey. I will make a wager that you will see that come, 

Mr. Poace. I thought following what Mr. Cooley just suggested 
there, if you are going to reduce the amount of beef that will be 
available, obviously you are not going to solve the problem that Mr. 
DiSalle seeks to solve, are you? 

Mr. Wittovucusy. No, sir. 

Mr. Poacer. Assuming that he can maintain a distribution within 
legal channels, and I know that you and your organization will try 
to help him do that, but assuming that he can and that he can keep 
the price down as he suggests, that he wants to, the only possible 
result would be that people would walk into the butcher shop and 
not be able to buy beef? 

Mr. Wititovensy. That is right. 

Mr. PoaGe. So that the only alternative is that the public will not 
be able to get the amount of beef they are now getting or that they are 
going to get it in a black market which is going to be even far higher 
than the present market? 

Mr. WitLovcuey. There will be three factors, Mr. Poage. Either 
they will not be able to get it at all. If they do get it in the legitimate 
channels it will be much higher to the consumer on account of the 
scarcity of it, or it will be in the black market, and you know what 
that means. 

Mr. Poace. Of course, if you carry out Mr. DiSalle’s order there 
will be only two possibilities. 

Mr. WitLoveusy. That is correct. 

Mr. Poage. If his order stays in effect, because then you cannot get 
that meat at a higher price in the legitimate market, and the result is 
that when you are faced with that situation we will not only deny the 
housewife the amount of beef that she ought to have, you will also 
deny her the possibility of any cheaper beef and also make a law viola- 
tor out of great masses of our people. 

Mr. Wittoucusy. And the beef she gets will be of an inferior 
grade. 

Mr. Poaae. Correct. 

Mr. WitLovensy. And may I say one other thing: In addition to 
that, when you go to this black market you will lose all of these by- 
products. 

Mr. Poace. That is right, such as medicines. 

Mr. WitLoveusy. Pharmaceuticals and so forth. And the hides 
for leather. I could go on for an hour about it. 

Mr. Poacer. And you also, when you go to the black market, face 
the question of the sanitation of the meat and the question of spreading 
disease, as well as losing the ability to fight disease. 

Mr. WitLtoveusy. You have the picture. 

Mr. Poage. Back to your price figures: I have always looked upon 
you as one of the most efficient operators in the State of Texas, and 
while you may not want to pat yourself on the head, I want to say to 
this committee that Mr. Willoughby is one of the most efficient opera- 
tors in the Southwest. Your figures must, therefore, be among the 
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lowest on the matter of cost. I think you will recognize, do you not, 
Mr. Willoughby, that a great many of your members in the Texas 
Southwestern Cattle Raisers’ Association, out there in the country 
where I used to live, in Throckmorton County, where you have mem- 
bers of your association, who do not own more than 25, 30, or 40 cows, 
that their costs must be substantially higher than yours. 

Mr. WitLtovuausy. They are, Mr. Poage. 

I would like to point out now that a big majority of our members are 
small producers. 

Mr. Poace. I know they are. We like to boast about the large 
outfits, but for every man who has a 40,000-acre ranch you are going 
to have 100 men who have not over 4,000-acre ranches. 

Mr. Wittovucusy. Let me make this statement: We have more 
than 9,000 members in our association—I would say around 9,500— 
and the average rendition is 170 head. 

Mr. Poage. Which includes all of the big operators? 

Mr. Wituiovausy. Exactly. 

Mr. Poaae. It brings it down to that. By the average rendition 
I am sure that Mr. Willoughby means that the Texas and South- 
western Cattle Raisers’ Association requires each member to render 
his stock and pay dues in proportion to how much he owns. 

Mr. WitLovucusy. That is correct. 

Mr. Poace. And they have to render it to the association, and the 
association makes an effort to see that that rendition correctly repre- 
sents the amount of stock that he has. 

Mr. WitLovagusy. That is correct. 

Mr. Poace. That is not a rendition for tax purposes that you are 
talking about. 

Mr. WitLovuacupsy. No. 

Mr. Poaas. Therefore, if your costs are somewhere between. 30 
and 35 cents, then we must anticipate that the average cost in the 
Southwest is substantially higher than that. 

Mr. Witiovausy. I can show you some costs of small operators. 
I will not go into that. These other gentlemen will do it. Those will 
show that they are considerably higher. I think my costs are average 
or below the average. 

Mr. Poage. I think so, too. I wanted to make that plain. 

Mr. Simpson. Mr. Willoughby, I understood you to say that it 
takes you 2 years to bring a heifer to 250 pounds weight? 

Mr. Wititoveusy. No, sir; I did not say that. I said that you 
keep for replacements 200 yearly heifers and 200 2-year old heifers. 
We breed them at 2 years of age, which makes them produce the first 
calif at 3. 

Mr. Simpson. What does it weigh at the end of 2 years—that is, 
the heifer—about 6 or eight hundred pounds? 

Mr. Witioveusy. I will have to answer that by asking you some 
questions. What kind of a heifer? Do you mean a good quality? 
Do you mean a Brahman, Hereford, Angus, shorthorn? 

Mr. Srmpson. The 2-year-old heifer that you are ready to sell. 
What do they weigh? 

Mr. Witiovcupsy. Mr. Simpson, if I may, I do not believe you 
quite understand about the replacements. We do not send those 
heifers to market. It is to replace the old cows. 

Mr. Srmpson. All right. When you have a heifer ready that you 
are going to sell, what does it weigh? 
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Mr. Witiovcusy. We do not sell those heifers, Mr. Simpson, 
We put them in the cow herd. 

Mr. Stmpson. A steer that is ready, then. 

Mr. Wittovausy. These steers 2 years old? 

Mr. Simpson. Any age. 

Mr. Witiovcusy. We figure on the basis of about a 400-poind 
calf at weaning time. That is when the feeder buys them from us 

Mr. Simpson. When you sell that to East St. Louis or Kansas 
City or the Omaha market or to the feeder in Illinois and Iowa, tha! 
is when you make your money? 

Mr. Witiovausy. Yes. 

Mr. Stmpson. What do they weigh? 

Mr. Wittoveusy. Around 400 pounds. 

Mr. Srmpson. Did I understand you rightly when you said it costs 
34 cents a pound to bring that to that condition? 

Mr. WitLoveuey. In round numbers. 

Mr. Simpson. What I would like for vou to tell this committee is 
how the roll-back of 9.5 percent, which goes into effect, will affect 
you on the 34-cent cost. 

Mr. Wititovausy. [ would say $10 to $12 a hundred. 

Mr. Simpson. You think you will lose that much? 

Mr. WitLovaensy. Yes, sir. 

Mr. Stmpson. Then you will get 24 cents? 

Mr. WiLLovausy. Yes. 

Mr. Stmpson. It costs you 34 cents to get it ready for market? 

Mr. Wititovausy. Exactly. 

Mr. Simpson. Your statement is very interesting because I have 
been under the impression that the grass people were not to be affected 
near as much as the Corn Belt people. 

Mr. Wruioveusy. I think that is a mistake. 

Mr. Srmpson. Then the whole industry is affected from the pro- 
ducer, the manufacturer, the raiser of the calf, on through to the 
Corn Belt cattle feeder? 

Mr. WitLovausy. That is correct. 

Mr. Simpson. You are in a barter business, are you not? 

Mr. Wititovuauey. Yes. 

Mr. Simpson. You take your cattle to market and you take wha 
the packer or the feeders will give you for them? 

Mr. Wittovcusy. Commonly speaking, we are in an intense!) 
gambling business. 

Mr. Simpson. If you get to the market in East St. Louis or Kansas 
City and the packers do not want many that day, you have to take 
what they give you for them or you have to feed them another da 
there in the yards and have that expense and go down the next day 
and try to sell them. 

Mr. WitLtoucusy. You have been there. You understand, I am 
sure, the feeders can make a story on these quotas. I might just 
touch on that and make one statement about it. I am not a feeder 
now, and I do not want you to confuse this. 

Mr. Stupson. We are all familiar with them. 

Mr. WitLovensy. Absolutely; if you do not get a good price, these 
quotas and the packers who have to stay in compliance are in this 
position: A string of cattle will come in there on Monday and Tuesday, 
and they probably give the ceiling price. Well, another string comes 
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in on Wednesday and Thursday, and the buyer rides up and stands 
up in his stirrups and says, “Boys, you have a nice string of cattle. 
However, I have used up my quota. I cannot use them.” 

You have to do something with them. What will you do with them? 

Mr. Simpson. If the committee will indulge me for just a minute, 
J will tell you a story about an old German in my county in Illinois 
who shipped cattle to East St. Louis, and after he had sold them was 
sitting on the fence and looking a little dejected. A friend came along 
and said. “Chris, you are on the market today?” He said, ‘Yeah, 
yeah.” 

“How did you do?” 

“Well, I did not do so good.” 

“What is the trouble?” 

“They tell me I ought to have been here yesterday. I have been 
here yesterday yet.” 

Mr. WitLoveusy. That is correct. I have heard that a hundred 
times: ““You ought to have been here yesterday.”’ 

Mr. Srmpson. You have to get the steer there at the time it is ready. 

Mr. WitLovuGusy. You are at the packer’s mercy when you get to 
the central market. 

Mr. ANpDRESEN. As I understood it, you do not sell to the packers; 
you sell to the feeder. 

Mr. WitLovenusy. That is right. 

Mr. AnDRESEN. So what has the packer to do with this 400-pound 
animal that you are selling? 

Mr. WitLovexsy. He has this to do with it, Mr. Andresen: This 
feeder is ultimately going to wind up selling his product to the packer. 
I just put myself for a minute over in the feeder’s place. I qualified 
the statement. 

Mr. ANpRESEN. I just wanted to point out that Mr. Simpson said 
that you do not sell to the packer, you sell to the feeder. 

Mr. WiiLovensy. I will qualify that. I will say that 95 percent 
of them are sold to the feeders. Occasionally, if we have a few fat 
calves and the market is good, we ship a load or two to the packers, 
but that will not happen 5 percent of the time. 

Mr. Stmpson. It took you 3 years to get the calf or the steer ready 
for market? 

Mr. Wittovucusy. Three years. 

Mr. Simpson. In the roll-back order the packer was given 3 weeks 
to get his house in order and not take a loss on what he had on hand. 

Mr. WiLLovuaupry. Yes, sir. 

Mr. Simpson. You have been 2 to 3 years preparing for this market 
that you are entering with the calves you have on hand now, and you 
have been rolled back in about a week’s time, have you not? 

Mr. Wittovausy. Yes; that is correct. 

Mr. Simpson. Would you have raised steers 2 years ago if you had 
thought this order was going to be in effect? 

Mr. WittovGusy. I cannot answer that, Mr. Simpson, because 
I just do not know. We would have probably tried to make some 
amends. 

Mr. Stupson. You stated a while ago that this business cannot be 
started and stopped overnight. 

Mr. Wiitovauesy. Yes, sir. 

Bias Simpson. Well, that order stops you overnight, does it not, 
almost? 
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Mr. WiiLoversy. It stymied, slowed us down, I will say. For 
example, in our section of the country we were contracting these 
calves to these feeders readily at anywhere from 38 to 41 cents a 
pound. You cannot even get one interested now, He will not go 
out to the ranch with you. 

Mr. Srveson. What will you do with the steers that you have 
raised? 

Mr. WitLovGcuBy. What do I propose to do with them? 

Mr. Simpson. What will you do with the steers that you raised 2 
years ago and that will be ready for the market this fall to get the 
cattle feeder to buy them? 

Mr. Wit.tovensy. I sold them at this 400-pound basis. 

Mr. Stmpson. Your next lot. 

Mr. Witiovcusy. The calves that I have on hand now, I will just 
be at the mercy of the feeder when he comes to buy them. That is, 
the calf crop that I have coming on now. They are on the ground. 
We are still feeding the cows. 

Mr. Stupson. The Corn Belt feeder thinks he is in a good position, 
and I believe he is. | 

Mr. WitLovcupy. Yes, sir. 

Mr. Simpson. And, if he does not buy them, what will you do with 
them? 

Mr. Wii.tovensy. I am just guessing now. I do not know what 
I will do with them. 

Mr. Stwpson. You have 1,400 steers that you are thinking about, 
anyway. 

Mr. Wittoveusy. I will probably wean them from the cows and 
try to get myself a pasture to put them in with the hope that maybe 
this order will be rescinded after a while. 

Mr. Stwpson. You will just get from under it the fastest and best 
way you can? 

Mr. WituovGHsy. Exactly. 

Mr. Srvpson. I said yesterday before this committee that this 
committee does not have anything to do with the legislation of the De- 
fense Production Act. 

Mr. Witioveusy. I appreciate that. 

Mr. Simpson. All we can do is protest or offer amendments on the 
floor or go to the Banking and Currency Committee and try to get 
them to eliminate certain provisions of the Defense Production Act, 
which is title IV on price and controls. 

Mr. Witiovauey. Yes, sir. 

Mr. Stmpson. What do you recommend that the members of the 
Agricultural Committee, assuming that they are in your corner, try 
to do to help you out in the Corn Belt and the cattle feeders? 

Mr. Wititoveusy. To throw this whole price-control order out. 
Is that the correct name by which you call it? That you suspend 
that, that you throw it out, give us a free hand to produce this needed 
beef at this time. Our product is on the ihcrease. We cannot work 
in shackles. 

Mr. Simpson. You want the whole control program thrown out, 
or do you want title IV thrown out, which handles price and wage 
controls? 

Mr. Wittoveusy. I am not familiar enough with title TV in every 
respect to answer that. I know how it affects our industry. That is 
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what | am talking about principally, Mr. Simpson. If there are cer- 
tain instances under certain conditions that I know nothing about 
that need controlling—I am not a good witness for that—I would 
not know what I was talking about. 

Mr. Stmpson. If the consuming public is paying the price of beef 
and not beefing too much—maybe they are beefing, but they are 
buying it; consumption is greater than it ever was—then there is not 
too much wrong with this picture, is there? 

Mr. Wrttovuauey. I do not think so. You know competition and 
supply and demand is the way to get this thing fixed. 

Mr. Horven. Should not the experience of OPA days be enough? 

Mr. Wiiiovensy. Please, let us not get into that. Eighty-six 
percent of your beef went to the black market. It has to be suspended. 
It would not function. 

Mr. Hoeven. You as a producer of grass-fed cattle cannot deter- 
mine in which way you will benefit; you are not going to benefit by 
this roll-back order? 

Mr. WitLtoveusy. No. We will suffer tremendously and you will 
suffer and everybody who buys beef will suffer. 

Mr. Simpson. You mentioned a while ago that you had an ac- 
countant for $50 a month to figure your income taxes. 

Mr. WittovuGcusy. We will not need him. 

Mr. Stmpson. Are you in favor of an increase in your personal 
income tax this year? You will get it. 

Mr. Wittovensy. Yes, I know we are going to get it. Nobody 
has ever been in favor of an increase of production. 

Mr. Hoeven. You are taking no comfort from the statement made 
by Mr. DiSalle before this committee? 

Mr. Wititovanusy. I am distressed. 

Mr. Horven. In which he said that the roll-back order would 
act as an incentive to production, that it would not result in less 
production of meat and that it would not cause any loss to the pro- 
ducer. 

Mr. WitLoveusy. I cannot go along with that philosophy. I think 
it is incorrect. 

Mr. Horven. That is putting it midly. 

Mr. WitLtouausy. Well, there are several ladies here and I cannot 
speak frankly. 

Mr. Tuompson. They have almost developed what I wanted to 
ask Mr. Willoughby. I want to cut through the whole business and 
invite attention to the fact that our constituents number a lot of 
housewives, and the squawks from the housewives frequently start 
right from the one that is at the breakfast table. We have an obliga- 
tion to bring the price of living down if we can, but I have been trying 
to figure out just how this possibly could do it when it admittedly is 
going to cut production. I guess we have the answer to the question 
I was going to ask you. 

What is your suggestion? How are we going to bring the price 
down? 

Mr. WitLouGcusy. Competition—let us produce more beef—supply 
and demand—give us a free hand. 

Mr. Tuompson. Then you evidently subscribe to the sentiment that 
Mr. McCann expressed. Getting away from the meat subject for 
a’ minute; if somebody has $3,000 and they are willing to give it to 
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somebody else for a $2,000 automobile, I do not see how you are ever 
going to pass a law that will keep them from getting together. 

Mr. Wittovensy. No. 

Mr. THompson. One practical question about this business that 
we are in. We have to live under it and those of us who do not 
believe it is right, cannot do anything about changing it. How can 
they hope to enforce it without a police force to watch every ranch, 
every farm, wherever they produce beef cattle; how else can they stop 
you from selling to some fellow that comes along and wants to buy 
them? ; 

Mr. WitLovexsy. I do not even believe they could if they had a 
police officer, because he will be bought off. 

Mr. Tompson. All I want to know is this: I do not see how they 
could do it. 

Mr. Witiovausy. I do not see any possible means to enforce it. 

Mr. Wuee ter. Monday a week ago Mr. DiSalle made the state- 
ment to this committee that the average net profit to a producer from 
the sale of cattle was 70 percent. Do you agree with that statement? 

Mr. Wittovensy. I do not. I would be glad to show you my 
books for the past 25 years if you would be interested in looking at 
them. 

Mr. WHEE ter. I did not agree with it, either. 

The Cuarrman. I do not think that Mr. DiSalle, in all fairness to 
him, said that he got 70 cents out of the dollar. He did not say that 
he made 70 percent profit. 

Mr. Wueeter. I understood him to say 70 percent net profit. 

The CuarrMan. No. 

Mr. GaruinGs. I should like to know how these cattle can keep 
alive on mountainous, hilly terrain with so much rock and not much 
grass? I believe you testified that you had to give them other feed. 

Mr. WitLtovaupy. They cannot keep alive unless we have sufficient 
rainfall to make grass there. It will grow with sufficient rainfall. 
That is what I was talking about as to the feed bill. 

My good neighbor has already fed more cakes since the first of 
April when ordinarily he would have quit the first of April, because 
he would have had sufficient rainfall. 

The point I am trying to bring out here is that it is a gambling 
proposition to produce this beef. So much depends on weather 
conditions, the elements, and so forth. 

Mr. Gatuines. This committee traveled out West, going through 
the States of Montana, Idaho, to the State of Washington, back 
through Colorado. There are a lot of sheep in that country up on 
the sides of the mountains. 

Mr. WiL.Loveusy. Yes. 

Mr. Gatuines. Where there is nothing but rock. How in the world 
could livestock stay alive when nothing in the world is there but 
mountains and rocks? 

Mr. WirtLtoveuesy. I will tell you this. Let me digress from this 
testimony just a little bit. I had one of my bank inspectors out one 
time inspecting my cattle and sheep back in the early days. It wa: 
just under such conditions as this gentleman is talking about. I was 
operating a ranch over in Sanderson. That isin Texas. It is sparsely 
settled country and the terrain is bad and there is not much growth. 
They eat these little tufts of grass and browse on the brush, and so 
forth. 
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He was not liking the setup much. He said, “I see some sheep 
grazing on the side of the hill there. What are they eating?” I said, 
“Some little old grass roots or browsing on some greasewood bushes.”’ 

“T am going to pick out a particular sheep and I am going to walk 
directly toward him and I will see what he is eating.” 

He stumbled around over the rocks, and just kept watching, wab- 
bling along and when he got up into the immediate vicinity, the sheep 
ran off. 

I said, ‘Well, what did you find?” 

He said, “I did not find anything. He must have eaten it before he 
left.”” 

That is what we are up against in that western country. 

The CuarrMan. If there are no other questions, we would like to 
call Mr. Roach. 

Mr. Roacu. Mr. Chairman and gentlemen of the committee, as 
Joe Montague told you, all four of us ranch in separate parts of the 
State. 

Mr. Willoughby, I think, has covered things in general that 
apply pretty well to all of us in the operation of these ranches. 

I am in the Panhandle area of Texas, and | have taken an average 
ranch, an average-sized ranch. | 

We have, of course, larger ranches and a number of smaller ranches. 
I have taken these figures for an average year, a 30,000-acre ranch on 
which we will run 1,000 cows., And we value those cows at $300. 
I will give you the actual cost figures. 

Those cows are $300 each, will amount to $30,000. 

Mr. Jones. You are from Amarillo? 

Mr. Roacu. Yes. 

Mr. Jones. I have a letter here from a friend of mine who is a 
cattleman. He operates in Amarillo. This letter was written on 
April 15. He was referring to conditions there just the week before. 
He says here: ‘‘Wet cows are from $150 to $200 a head.” 

Did you say $300? 

Mr. Roacu. I sure do, yes, sir. 

Mr. Jonxs. Do you know of any cows that were selling for $150 to 
$200 a head at that time, that would be in April? 

Mr. Rocu. That would be some old cull cows. It would not be 
the top breeding cows. 

Mr. Jonns. Well, he says that and gives some of the conditions 
prevailing at that time. At the same time he says that lighweight 
cattle were selling in Amarillo and Fort Worth, some for as high as 
50 cents a pound. 

Mr. Roacn. You are talking about the sale there now. They 
bring in maybe these little, bitty cows that would not weigh 150 
pounds, and some farmer will buy them by the head and take and 
put him on an old Jersey cow or something. 

Mr. Jones. He says that they will run two- or three-day-old calves 
and sell for $40 and $50. 

Mr. Roacu. That is right. 

Mr. Jones. Then he says: 

Here is the thing that I was getting worried about and thinking that there was 
some need for controls. I saw a rancher in Texas last week. - He had just bought 


1,000 head of 2-year-old dry heifers at $300 a head. He refused $100 a head 
profit immediately and said he was buying some more. That disturbs me, the 
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fact that this stuff is going up so much. And while I do not like to get into 
speculation and getting the meat prices up so high, it seems that there is a need 
for something being done. 

This fellow is a reliable man. I know he is telling the truth when 
he gives me these figures. 

What I want to know is this incident that he quoted here typical of 
what was happening down there at that time; were we getting into 
inflation so fast that the ranchers or whoever handled the cattle 
were making $100 a head profit as a matter of speculation, on the 
theory that you would not have controls? 

Mr. Roacu. I do not think so. I will tell you what you will find. 
Those figures you are quoting from this sale ring are from traders. 
You cannot tell what a fellow might give for a herd of cows. What 
I am trying to give you here is evidence. 

Mr. Jones. This would not be a sale ring where a fellow was buying 
a thousand head. That would be a trade with a rancher, would it 
not? 

Mr. Roacn. I would think so; ves. 

Mr. Jones. It was interesting when you said $300 cows. He said 
that at that time they were selling for $150 and $200 and if they had 
gone up to $300 during that time—— 

Mr. Roacu. That is a different class of cows. 

The Cuatrman. Did you not say, though, that the man bought 
the cattle at $300 a head and was offered $400 a head? 

Mr. Jones. That is right. 

The CHarrMAN. What do you say about that? Does that sound 
reasonable? 

Mr. Roacu. I would say that he must have had them quite a 
while or he was a sucker. 

Mr. Jones. He was offered $100 profit the next day. 

Mr. Poace. Wouid that not indicate that the man was somewhere 
off on his figures when he says that you can buy cows at $150 and then 
somebody refuses to take $400; that just does not make sense. 

Mr. Jones. He is talking about wet cows selling for $150 and $200. 
What I was getting at is the investment, that this man said that he 
can buy wet cows for $150 to $200 a head, and then he goes on and 
sells his heifers at $300 a head. 

Mr. Poacer. Then is offered $400 for them and would not take that. 
That does not make sense. He would not buy one for $150 and refuse 
to take $400 for a heifer. 

Mr. Roacu. Many of those kinds of prices I just cannot answer, 
because they do not make sense. 

The CHAIRMAN. Suppose you go ahead then with vour figures. 

Mr. Roacu. What I am trving to give you is the average price of 
cows, which would be $300. The 1,000 cows would be $30,000. 

Very much like Mr. Willoughby, we keep back replacement heifers, 
200 two’s and 200 vearlings, and two’s at 250 and the vearlings at 200, 
and we will have 60 bulls. The average price of these bulls, 1 would 
say, would be $600. We wiil have 25 horses, $4,000. Three cars, 
trucks or pickups to operate the ranch would be $6,000. The other 
equipment which covers everything on your ranch is $5,000, which 
will make a total of $441,000 on this ranch. 

Now we go to the lease, or we can go by what our country leases 
for, which is $1.25 an average per acre, which will make $37,500 for 
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this 30,000-acre ranch. And our interest on that at 4 percent is 
$17,640. 

We figure a loss of 2 percent on all of these cattle. That is a very 
conservative figure. That will be $8,825. 

We feed 2 pounds of cake a day in normal years for 150 days and 
on this number of cattle it would figure $22,500 for the feed bill. 

And our labor will run approximately $12,000. That is everything. 

We have accounting which will run $600 a year. Repairs, wind- 
mills, and all of that will run $6,000 a year; depreciation on the 
cars, and so forth, $2,000; gas and oil, $1,800. That makes a total 
of $108,860. 

We figure in our part of the country on an 80 percent calf crop 
which would be 800 calves a year. We do not get any calves off of 
these young cattle here. And we will have a 400-pound average for 
the calf. 

It figures up that these calves cost approximately 34 cents a pound. 

The CuarrMAN. Your cost of production, then, is about the same 
as Mr. Willoughby’s? 

Mr. Roacu. Very much. I never had his report. I thought he 
was reading mine when he started off there. I did not know what 
he had. We run very much the same. 

Mr. WiL.Lovcusy. Our operations are fairly similar, because that 
unit there is about the same size. 

Mr. Stmpson. I would like to ask the gentlemen as to this land in 
west Texas that you use for grazing purposes, would it be adaptable 
to anything else? 

Mr. Roacu. I would say not. You will find some good land on 
all of these ranches, there are spots around. 

Mr. Simpson. In other words, you could not divert it to alfalfa 
or anything of that kind, it is strictly grazing, that is all there is to it? 

Mr. Roacu. That is right. 

Mr. Garuines. Is it difficult to obtain loans? What lending insti- 
tution do you go to to get money to carry on an operation of that 
size? 

Mr. Roacu. Well, we have cattle loan companies and different 
banks who handle loans of that type. 

Mr. Garuinecs. It runs up into hundreds of thousands of dollars. 

Mr. Roacu. Yes. 

Mr. Hiuu. I have just checked these figures here. With these 
cows at $300 each you have got $300,000. 

Mr. Garuincs. What bank will loan you $300,000? There are not 
many institutions in the South that will loan vou that kind of money. 

Mr. Roacu. We have one loan company down in Texas that I 
would like for Mr. Willoughby to make some remarks about that 
handles loans of that kind. Or possibly Mr. McCan can speak on 
that. 

Mr. McCan. Answering your question, this is a rare opportunity 
to put in a plug for the Victoria National Bank at Victoria, Kans. 

Mr. WitLovuausy. He is chairman of the board. 

Mr. Hiri. At what percent interest? 

Mr. McCan. We are using 4 percent and nobody can get it. 

Mr. Hitt. Do vou know what that figures a month on those at 

percent, at $300,000—is it worth that or is it not? That is $1,000 

month. 
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Mr. McCan. That is right. That is it. 

Mr. Hii. That is important to know. 

Mr. Stupson. What is the capitalization of the bank? 

Mr. McCan. We have enough to loan that, but they are bigger. 
Pardon me for being a little facetious, but in Kansas City and Chicao 
they have other banks. There is one outfit in Texas, the biggest onc. 
At one time they had a loan on the books of $3,250, 000, in 1934, 

Mr. Witiovcausy. I sit on the executive committee and the board 
of directors of a loan company in Fort Worth, Tex., that has a loan 
limit with a free hand of more than $1,000,000 and on’ special dispensa- 
tion they can go way higher than that. 

Mr. Poace (presiding). I do not understand why they are so con- 
cerned that we cannot finance this thing. It does not involve financ- 
ing like a great many other industries do. There is a lot of money in 
the country these days and you can borrow it if you have the eaittle. 

Mr. Garurnes. What effect is this order going to have when you 
go to the bank to buy some heifers? - Is it going to make any difference 
to the bank? 

Mr. Roacn. It probably will. 

Mr. Hope. It is bound to, is it not? 

Mr. WitLovacusy. Let me answer that; we are scared to death that 
they will roll these back so that with all of these cattle on hand this 
loan business may not be profitable. It may affect the loan com- 
panies. 

Mr. Poacr. You mean you are speaking now as a banker. 

Mr. Witiovucuey. Yes. 

Mr. Poace. That is, as a lending agency rather than as the repre- 
sentative of the cattle raisers. 

Mr. WitLovuGusy. Yes. 

Mr. Hitz. This bothers me quite a little. Ihave gone through two 
depressions. 

Do you know, this silly thing they are trying to do, might tip off « 
deflation period and some of us are afraid it is going to happen. It 
could start with kindling of such a fire as this silly regulation that 
they are trying to force down the cattlemen’s throats. 

Mr. Wit.ovensy. I agree 100 percent with that. Let us not talk 
of that. Idle rumors can cause more trouble than facts anytime. 

Mr. Hit. I am scared to death of it. 

Mr. Poace. Are there any further questions of Mr. Roach? 

Did vou have any further statement to make? 

Mr. Roacu. I will try to answer any questions. 

Mr. Lovers. I am wondering if any of these men can give us the 
cost of raising these animals by a small producer, a family type of 
farmer, say, a fellow who raises maybe only 50 head, how his costs 
compare with the big ranchers? That is what I am interested in. 

Mr. Roacu. I think we will have that for you. 

Mr. Lovre. Do you have that, Mr. Willoughby? 

Mr. Wititoveusy. Here is an operator who was in our office day 
before yesterday morning. . He has 1,700 acres of land. It is a stock 
farm. These are his figures. He signed an affidavit. 

He runs 100 cows on that and 3 bulls. That is about three or four 
times as many for the amount of land as the operation we have been 
talking about. 
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This land is so situated that he figures it is worth $65 an acre. It 
is a stock farm. Seventeen hundred acres at $65 an acre costs 
$110,500. He figures his 100 cows at $240 each. They may be a 
little inferior gr ade. That is $24,000. 

His three bulls he figures at $500. 

His cost of ranch equipment is $5,187,50. 

Production costs, interest on capital at 5 percent, $7,059.38. 

Depreciation on breeding stock at 12% percent, $3,187.50. 

And so on and so forth, and it gets down to medici ine, vaccine, 
labor, feed, taxes, and miscellaneous, totalling $15,791.91. This is 
an actual operation. 

He got 82 cows, and it cost him $48.14 cents per hundred to produce 
this calf. 

The loss before the roll-back cost him $50. And if these roll-backs 
keep coming, that is, these other two, it will cost him up around $70. 

We have a gentleman with us from De Kalb, Tex., up in the north- 
eastern part of the State who can, I think, give you some interesting 
figures on his operation. 

Mr. Montaavue. May we file this for the record? 

Mr. Poacr. Without objection, that will be made a part of the 
record. 

(The tabulation referred to is as follows:) 


Cost of producing a calf on the basis of stocking 1,700 acres of land with 100 cows and 
3 bulls 


Cost of land, 1,700 acres, at $65 per acre_~-_----- _... $110, 500. 00 
Cost of 100 cows, at $240 24, 000. 09 
Cost of 3 bulls, at $500___- -- Nee teres eee eens 1, 500. 00 
Cost of ranch equipment Se 5, 187. 50 
Invested capital 141, 187. 50 
Production costs: 
Interest on capital, at 5 percent 7, 059. 38 
Depreciation on breeding stock, at 1214 pe reent 3, 187. 50 
Depreciation on equipment, at 10 percent 518. 75 
Depreciation on improvements, at 5 percent ; 500. 00 
Taxes, actual LS Bieta 1, 171. 28 
ap a pees 1, 200. 00 
Labor, actual - 1, 680. 00 
Medicine and vaccine : 225. 00 
Miscellaneous_-.....-.-..- * See 250. 00 
Total # Efe Bae 15, 791. 91 


Calf production, 82 percent or 82 calves. 

Cost to produce 1 calf (400 pounds) = $192.58= $48. 14 hundredweight. 

Market value,. before roll-back, $35 hundredweight = $140 per head. 

After 10-cent roll-back on $35 = $3.50 = $31.50 hundredweight= $126 per head. 

After additional 9-cent roll-back = $3.15 = $28.35 hundred weight = $113.40 per head. 
Per head 

Loss before roll-back $52. 58 

Loss, after first roll-back 66. 58 

Loss, after second roll-back 


I hereby certify that the above statement is correct to the best of my knowledge 
and belief. 


H. R. Martin. 


84040—51——-_14 
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Mr. Lovre. Can you give us the ratio of small producers to the 
large producers? 

Mr. WitLovexrsy. Get your pencil there. In our association we 
have about 9,500 members, and the average rendition is 170 head. [| 
would say there are 90 percent small operators. 

Mr. Lovee. The effect of this order then will be, eventually, to drive 
the small producer out of business? 

Mr. WitLovuacuesy. Sure. 

Mr. Lovre. That is all. 

Mr. Poace. Are there further questions of Mr. Roach? 

If not, we are very much obliged to you. 

We will now hear from Mr. McCan. 

Mr. THompson. May I invite your attention to some figures that 
I put in the record earlier in these hearings pertaining to family farms 
up in Austin County? I think you will ‘remember them. I want to 
put them in here so that the people who are interested in the family 
farm production of beef can get the actual figures from the record, 

Mr. ANDRESEN. You have stated that the possibilities are that the 
small producers will be driven out of business. Do the small pro- 
ducers produce a larger percentage of livestock than the other 5 
percent? 

Mr. WitLoveusy. A larger percentage, yes. 

Mr. ANDKESEN. So the small producers, if they are driven out of 
business, means that then the Nation will lose the bulk of the meat it 
is getting now? 

Mr. WititovGupy. Exactly. They are the backbone of the beef 
producing area. 

Mr. ANDRESEN. You say you market your steers at around 400 
pounds. 

Mr. Wittovuensy. Yes. Let us call them calves, if you please. 

Mr. Anpresen. If you are not able to sell those steers to the 
feeders so that they can put on five or six hundred more pounds it 
means then that the Nation will lose better than 50 percent of the 
supply of beef that it is getting at the present time? 

Mr. Wittovucusy. Exactly. That is correct. 

Mr. Wkeecer. How do you define a small producer, Mr. 
Willoughby. 

Mr. Wittovuaupy. I would say that a small producer is a man who 
runs from 100 to 200 cows. We have producers who have not more 
than 50 cows.’ 

Mr. Wueever. I just wondered where you drew the line. 

Mr. WittovGcury. We do not try to draw it. hat is just my idea 
of a small producer. j 

Mr. Poacr. Are there any further questions? If not, Mr. McCan, 
we will be glad to hear from you. 

Mr. McCaw. Our reason for bringing these cost figures up here 
is that we were asked for them; in other words, it was not our idea to 
do this, but that of the committee, and, certainly Congress and the 
American people, if they want to know, are privileged to know our 
cost of production. 

I am going to try to break these figures down; in other words, we 
think these figures are air tight, because we are getting the cost of 
production of calves here from 30 to 35 cents. In some cases we had 
to squeeze to hold them down to that figure. That is the reason for 
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this. We would like to have you just try to break these figures down 
to see whether we can support them, because we say that we can 
support these figures. We certainly came up here with that idea. 

As to the value of the land, right at first we started figuring back 
from the value of the land. We adopted a lease value, because where 
there is one man who will buy a ranch of any size from 50 acres up to 
50,000 acres, there are 20 men who will lease it. He does not have to 
have the same capital investment. 

So in all of the cow country, I am sure everybody who is familiar 
with the country knows that if there is an operation in the cattle 
business, it can be readily leased. When you get into land values, 
you get into many different things. Is it subject to cultivation, and 
mineral value, and ® it close to some place where men may want it 
because of its resort value, and so forth. 

In all of the cattle country there are any number of people who are 
ready and willing, and if you ever let a piece of land go, they are there 
to pick it up. So these values that we are using here from $1 to $1.50 
are conservative. In other words, if we had a piece of land down 
there, a piece of land that the man was leasing, or he may own it, it 
does not make any difference, he is entitled to that if he does not 
want to operate himself, because he can lease it to a dozen men over 
the telephone for $1.25. That is low. They are leasing all over for 
$1.50. 

That is the reason we are using this smaller figure rather than 
working back from the figure of the land. 

Mr. Poage. You have figured the leases mighty low. I do not 
know where I can lease land for $1.25 or $1.50. 

Mr. McCan. You cannot. 

Mr. Poaaer. I know some of it is leasing for $2 an acre. 

Mr. McCan. Yes, sir. So these figures we have will be from 30 
to 35 cents. We have to have pretty low-cost country and very 
efficient operation to get under 32 cents. 

| have here three operations. One of themisa big one. It involves 
$650,000 worth of cattle. We have another one that involves 44,000 
acres where the average carrying capacity for a cow and a calf would 
be a little above 20 acres. The average use here is 18 acres. 

We have another one in north Texas. This man gave me these 
figures himself. Mr. Willoughby was there. We worked this thing 
out of a lease value of $1.50 on an operation of 22,500 acres. 

Mr. Poacr. Where is that? 

Mr. McCan. That is in north Texas, west of Fort Worth, out 
there in good country. 

Mr. Poace. What county? 

Mr. Wittovcusy. Clay County. 

Mr. McCan. In other words, it consists of 22,500 acres and can 
carry a cow on about 15 acres. The cost of production on that one, 
using these figures, was 35 cents. It runs between 35 and 36 cents 

We do not want to bore you gentlemen with this detail, but we want 
to impress upon you the fact that we know we can make these figures 
stand up. We would like to have somebody just take the other side 
for the sake of argument and try to break them down. In other 
words, to say, “You fellows are figuring your costs too high.” If 
anything, we are figuring them too low. This is about right. 
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Mr. Gatuines. What about the man that you call a small operator 
who runs 100 head of cattle? Is his feed bill appreciably higher than 
the man who would have 1,500 head? 

Mr. McCan. His feed bill; no, sir. His feed bill would not be 
appreciably higher per head. 

Mr. Poacer. Right there, I want to argue with you. You suggest 
that you would like to have us do so. Is it not a fact that the litile 
man—I am talking about the man who is running 25 or 30 or 50 head 
of cattle—normally would have a greater feed bill per head, but he 
will probably have a bigger calf drop than you will have? 

Mr. McCan. He will have a bigger feed bill. I was going to touch 
on that, because that operator will invariably overstock. 

Mr. Poaae. Yes. 

Mr. McCan. He has a small operation and h® will mine his land. 
He does not have to get much trouble, but he does not ever have too 
much, any surplus of grass. That is true, I would say, of 90 percent 
of them. It is in my part of the country, certainly. They will stock 
that so that they have to put more feed in them to get by. If he did 
not do that his per head cost ought not to be a lot more. 

Going on with your question, he will take better care of them 
because he has a little bunch, watches them and sees them every day. 
On the larger ranches that is impossible. His cows mean a lot to him 
They mean a lot to us, too, but he just does not want to lose one 
because his percentage would run up, so he will probably get a better 
calf drop than in the ranching operation and it will cost him more. 
That is shown by the actual figures. 

By the way, Mr. Willoughby had another “operation, a small one of 
640 acres of land involving 32 cows and 2 bulls, and his cost was 
34 cents to produce his calf. That man did not allow anything for his 
own time. 

Mr. PoaGer. That is exactly right. That man with 32 cows, had he 
employed help, he would have had to hire at least one man. 

Mr. McCan. He could not afford to do it on that sized operation. 

Mr. Poage. Had he hired a man he could not have gotten him out 
there for less than $100 or $125 or $130 a month. That would be the 
poorest kind of help that he could buy. 

Mr. McCan. Yes. 

Mr. Poace. When he added that to that he would have $1,500, 
and if you add the feed charge for his own labor, he would have a 
$50 labor expense per calf. No one can stand that kind of cost. 

Mr. Wi.tLovGuesy. These figures on this 32-cow man are actual 
figures from a small operator. He got 30 calves, more than 90 per- 
cent, and still his cost is 34 cents. 

Mr. Poace. As I understand it, he did not charge for his labor costs. 

Mr. Monracur. May we put that in the record? 

Mr. Poace. Without objection it will be made a part of the record 
at this point. 
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(The documents referred to are as follows:) 


NATIONAL FINANCE Crepit Corp., or TEXAs, 
Fort Worth, Tex., May 15, 1951. 
fr. Ray W. WitLovucuey, 
Room 746, Texas Hotel, 
Fort Worth, Tex. 


Dear Ray: As per your suggestion, to the best of my knowledge, enclosed you 
will find figures we estimate the cost to a producer owning a section of land that 
would run 20 acres to the cow to produce a calf, and the effect of the roll-back 
the prices would have on his production. In running these estimates no deduction 


was made for depreciation because it is hard to figure. Such figures would run 
about as follows: 


640 acres of land, at $50_- 
32 cows at $250 

2 bulls at $400 

Equipment 


Investment 


Annual cost: 
5 percent interest on investment___-..--------- 


30 calves, at 400 pounds, 12,000 pounds; cost per siaandliin 34 cents to ide 
present price, 35 cents; 10 percent roll-back reduces to 3114 cents per pound up 
to August 1. After that date another reduction of 4% percent * * * on 
October 1 another 4% percent roll-back. After October 1 price per pound would 
be $28.35, or a loss of $22.60 per calf loss to produce such calf. 

Yours very truly, 
A. A. WRIGHT, 
Executive Vice President. 


Cost of producing a calf on the basis of stocking 640 acres of land with 30 cows and 1 
bull 


Cost of land, 640 acres, at $30 per acre 
Cost of 30 cows, at $250__ i 
Cost of 1 bull, at $500 

Cost of ranch equipment 


Invested capital 


Production costs: 
Interest on capital, at 4% percent____.-.-..------- 
Depreciation on breeding stock, at 121% percent. al 
Depreciation on equipment, at 10 percent _- 
Taxes, 30 cents per acre 
st i $1 per head per month, 12 months _ 


Medicine, vaccine, ete____- 
Miscellaneous Sek a 


Total cost 

Calf production, 90 percent or 27 calves; cow to produce ‘1 ealf (400 Pet head 
pounds), $143.67 hundredweight . 90 
Market value, before roll-back, $35 hundredweight _ rigaps Be 40. 00 
After 10 percent roll-back on $35, $3.50, $31.50 hundredw: eight __ Pek 5. 00 
pi additional 9 percent roll-back, $3.15, $28.35 hundredweight 3. 40 

O88: 
Before roll-back 5 sea uhh 3. 67 
ee ee eee eo * se . 67 
After second roll-back eee ee ae 
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Mr. Srmpson. I would like to ask the witnesses: On the calves that 
cost 30 cents a pound to produce, what have you to sell them for to 
get what you consider a fair profit? 

Mr. McCan. We have to sell them at 30 cents to break even. | 
do not exactly know how to answer it. I am trying to answer it and 
not dodge your question. 

Mr. Simpson. It has been stated that it costs from 30 to 35 cents a 
pound before it is ready for market. That is the production cost. 
What do you feel you have got to get for the steer, and forget the roll- 
back for a minute, to make a fair profit? 

Mr. McCan. You certainly have to get above the cost of produc- 
tion. First, that is your starting point. Then we cannot have any 
fixed price. In other words, the cattle price is set by trading, you see, 
more or less. For instance, these calves at $300, that will go all over 
Texas. So we do not figure that we are entitled to 10 or 20 or 25. 

Mr. Srmpson. What do you do when you get a price for calf? 

Mr. McCan. Well, we were foolishly happy with the prices that 
we were producing some of these cattle at. We thought we were going 
to get along all right. 

Mr. Stmpson. If the steer costs you 30 or 35 cents to produce, you 
have got to get better than 40 cents for that, and that is a very smal! 
profit. 

Mr. McCan. I would think that you would be entitled to that 
sir, for the risk that you take; yes, sir. 

Mr. Stmpson. Was not the top on cattle $42 a hundred or better 
prior to this roll-back? 

Mr. McCan. I would say that these 400-pound good calves, 
there were some of them selling under contract for fall delivery, 
quite a number, that were contracted for at 40 cents. The best 
calves in Texas. There may have been some more. That is the 
calf we are talking about, the 400-pound calf. 

Mr. Simpson. The highest figure I have seen on cattle was $43. 

Mr. McCan. There are some little calves that were bringing 45 
cents and up to 50 cents. They are the little fellows. They take 
them back out and put them on the nurse cow. 

Mr. Stimpson. It costs you 35 cents a pound to raise a steer ready 
for market or for the feeder. He has to get about 45 cents for that 
steer to make any money. You have got to get around 40 cents. 

Mr. McCan. Mr. Simpson, we have to get a margin of profit in 
there, certainly, and a pretty good one because we are talking about 
normal conditions. In my part of the country we have had the worst 
drought that we have had in 35 years. We fed our cattle alfalfa hay 
costing us $50 a ton per head, shipped in from Kansas and Oklahoma. 
We cleaned Texas out of feed. It was shipped down there and it cost 
us $35 and $40 per cow on the range to keep her alive, not to make her 
any better. 

Mr. Simpson. If it costs you 35 cents a pound to raise these steers— 
I am trying to prove from your figures—you get 40 cents for them, 
you do not have much profit. 

Mr. McCan. We have not gotten rich. 

Mr. Stupson. So the roll-back is entirely out of order. If you let 


it alone, cattle would go up and they should on the basis of vour 


figures of 35 cents. 
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Mr. McCay. Yes, sir. I think we are entitled to it. I do not 
think anybody would say that we are not entitled to a profit in this 
hazardous business. That is not 15 percent. 

Mr. Stupson. What is a fair margin of profit? Back in Illinois 
prior to the war a farmer feeder used to think if he got $3 spread on 
what he paid for cattle against what he sold them for, he had done 
pretty well. He was satisfied with that. I do not think he can be 
today, because his production has gone up. 

Mr. McCan. I do not think so, either. 

Mr. Horven. We should not forget the difference between the 
grass feeder and the Corn Belt feeder. At best the margin of profit 
is problematical in its entirety, because the grass feeder has to take 
exactly what the corn feeder is willing to pay for the animal, is that 
not right? 

Mr. McCan. That is right; ves, sir. And I will say that under 
today’s conditions that is very true. The protein feeds went up a 
year ago. Then we bought cake for $70 and it now costs us $100. 
That is one of the costs. 

If you are raising a calf at 35 cents under normal conditions, and 
you get 40 cents for him, you are not getting very far on figuring your 
bad vear. 

Mr. Poacer. Are there any further questions? If not, we thank you 
a great deal, Mr. McCan. 

Mr. Moser, we would like to hear from you. Mr. Moser is from 
De Kalb, Tex. 

Mr. Moser. I come from a part of the country that is not similar 
to these gentlemen’s operations. It is more humid. We have 40 
inches of rainfall, and it is a timbered country, more or less like all of 
the South, that is, the mid-South. 

I have an operation here that I put down that I think is particularly 
an economical operation, based upon 350 head of stock. That is a big 
operation for my area. Most of our area is from, I might say, 25 to 
200 and 350 is a fairly large operation. 

It is a more economical operation, as has already been pointed out 
than the smaller ones. 

I have chosen what I think is a particularly economical operation 
and one that I am familiar with. Actually, we operate on leased land. 

The gentlemen from west Texas were surprised at how cheaply we 
could lease that kind of land. The reason is that it is considered 
unproven cattle country. We are trying to live that down. It is 
not considered as good cattle country as the gentlemen come from. 
Therefore, the leasing value of it is not as great. 

This consists of 3,000-acre pasture, carrying 350 head. We break 
that down much as they have. We have 250 calves. 

Mr. Poaar. You did not tell us what you lease it for. You said 
it was very cheap. 

Mr. Moser. We lease it for $1 an acre, or $3,000. 

Mr. Poagn. Is that timbered land? 

Mr. Moser. Partially. I guess it is half timber and half open. It 
consists of old abandoned farms, old fields. It is mostly Bermuda 
grass. As I say, it is old abandoned upland farms. 

We break it down this way: 250 cows, and our cows are not quite 
as good as theirs, at $250 a head. Forty heifers yearlings, and 40 
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2-year-olds and 15 bulls, and 15 saddle horses and 1 truck. That 
adds up in value to $89,500, and the interest on that at 5 percent, which 
is the going rate of interest in our area for a good operator—some pay 
more—but that is about the minimum for our country, 5 percent. | 
do not think it will be necessary to read our other columns, such as 
interest, death loss, labor. 

Mr. PoaGer. I would like to hear your figures. 

Mr. Moser. We have a little more death loss than they have. 
We figure 3 percent. That figures $2,685. 

Labor to take care of these 350 head is one and one-half men, one 
man regular and when we work cattle we will have three or four. |: 
averages about one and one-half men the year round. We figure a 
man at $200 a month, because we supply a house and cow, and so 
forth, and pay him $150, and the extra is about $50. So that is $3,600 
a year for a man and a half. 

Repairs and replacements, that is, repairs to the fences and corrals 
and the buildings on the premises, administrative expense, $300. In 
that I have included accounting, possible legal fees, donations, assess- 
ments, and so forth. And then veterinarian vaccine, $200. | Salt 
and mineral, $350. 

As to feed, I figure $20 per head. That is four sacks of cake at 
$100 a ton, which is about the going price now. We feed possibly a 
little bit more than they do. Actually, we feed about three sacks of 
cake and the other $5 that we feed in hay, but it amounts to the same, 
$20 a head. I think that is a very reasonable figure. 

If there are any here who are familiar with the cattle business in the 
South, the old South or in Arkansas or in Oklahoma, eastern Okla- 
homa, they will agree that $20 is a minimum figure. 

Then in our type of country we have pasture maintenance. We 
have to mow our pastures for weeds and brush, that is, brush control. 
A certain amount of that we have to do every year. Many of them 
feel that to maintain their pastures they have to lime and phosphate 
the pastures. Of course, that is an expense. 

I have put down $1,000 for mowing and brush control. I did not 
put anything down for phosphating and liming. That is for mowing 
500 acres of the 3,000 acres. So you can see that is a minimum charge 
on pasture maintenance. 

Depreciation on one truck, $500. 

Gas and oil and repairs for that truck, $600. 

That totals up to $4,210. 

We figure an 80 percent calf crop for ourselves. We were 7 years 
attaining 80 percent calf crop. When we went into business there we 
were getting about 60 percent. It took us, as I say, about 7 years to 
get it to 80 percent. That is another reason that you cannot go in 
and out of business, particularly in our part of the country when you 
get a set of clean cows, as you call them, that are Bang free, and so 
forth, you pretty well have to stay with them. If you are trading all 
of the time you will not get any 80 percent calf crop, by going in and 
out of the business. 

On that 80 percent calf crop basis, that figures $121.05 per animal 
per calf. And on the basis of a 400-pound calf, and that is a relatively 
heavy calf for our country, that figures $30.28 per hundredweight cost. 
That is lower than most of these men have advanced here, but I want 
to call your attention to this, that this lease of $1 per acre islow. We 
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have a long-time lease and it is possible that that thing will cost us 
more when it comes back up and will increase our costs. In fact, the 
value of that land, if you based it on valuation, would be easily 
$5,000, because it is a place where it will easily sell for about $35 
an acre. 

Of course, that is 5 percent on that, which is $5,000 in place of the 
$3,000 lease. 

So I think this is a particularly economical operation. 

Mr. Poaar. I think it is, too. 

Mr. Horr. Mr. Moser, the other day when Mr. DiSalle was before 
the committee, we asked him where he got his figures on which he 
based his roll-back order, and he said he got them out of a newspaper, 
from a clipping from some Washington paper. I thought it was the 
Times-Herald, but Mr. Poage says that it is some other newspaper. 
So we asked him if he used any other source. He said he did. He 
had other figures. We asked him to send us up the other figures that 
he used in arriving at the basis for these ceilings, and so he sent up 
this sheet of paper. This is entitled “Cost of Produci ing Cattle and 
Margin to Producer.” 

Each figure is for one animal unit of beef cattle on the ranch. And 
according to Mr. DiSalle you do not know how to produce cattle. It 
costs you four to five times more than it should, according to these 
figures. This data he said was taken from a publication of the Bureau 
of Agricultural Economics, Department of Agriculture, and the title 
of this publication is, ‘Commercial Family Operated Cattle Ranches 
in the Inter-Mountain Region.” 

Mr. Poacr. May I call attention to the fact that that was published 
in 1947 and had very little meaning in relation to the present day. 

Mr. Horr. Not the way they figure things down in the OPS. Mr. 
DiSalle says this is how they get their figures. There are figures 
for 1947 which show cash receipts per annum—this is per annum— 
cash receipts $66.75. Cash expenses, $17.54. 

Value of meat and produce produced and used on farm, $5.13. So 
we take that off. 

Mr. Poaaer. I want to ask Mr. Willoughby, because he is a good 
operator, how much they ate on the ranch of local beef. 

Mr. WitLtovueusy. We buy it from the meat market. 

Mr. McCan. I want to say that it looks like they have better 
boys in Toledo than they have in Texas. 

Mr. Poace. You might have something there. 

Mr. Horr. Better figurers, anyway. 

The next item is increase in inventory of live animal units. That 
is $4.57. That makes $9.70 that you take off of your cash expenses 
of $17.54, and that leaves you net income of $58.91. 

Mr. Poagr. Out of that sixty-six? 

Mr. Horr. Out of the $66.75. So then they project the figures by 
a parity index, so that according to these figures in June 1951, the 

cash receipts should be $98.23, cash expenses will be $23.98. That 
is what the costs would be for this year. And the value of the meat 
produced and used on the farms is $6.77. And the increase in the in- 
ventory of live animal units would be $6.72, and by adding and sub- 
tracting all of those figures you get $87.74 which is the net income 
per animal for that operation. That would be under this present 


roll-back. 
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In August now you have a set of figures for August, after the August 
roll-back, and you have a net income then from this ranch per unit 
of $82.42, and after the roll-back, by using the same series of figures 
you would have a net income of $77.32. 

I do not see why you folks feel so bad. 

Mr. Montague. May I say a word there? You know, out over all 
of the ranch country you will see hundreds and hundreds, even 
thousands of remnants of little old shack houses where there have 
been settlements. We generally call them starve-outs. They are of 
people from Toledo, I expect, who have gone out there and started to 
go into the cattle business. They probably read these figures of Mr. 
DiSalle’s. They stayed there two or three seasons and then, of 
course, had to abandon their proposition. 

Now Mr. Roach just said this to me, when Mr. DiSalle is finished 
with his job as Price Administrator, if he will just guarantee to him 
one-tenth of the return he has there, Mr. DiSalle can have a job 
working with him. 

Mr. Poagr. Do you now think that it is possible that Mr. DiSalle 
got his figures mixed, that in the column where he figured expenses 
he was talking about Mr. Willoughby’s sheep per head, and then 
when he got to the other he was talking about Barnum and Bailey’s 
elephants or something of that kind? 

Mr. Wittovcusy. What effect do those figures there have on this 
committee? 

Mr. Poage. They did not have the effect on this committee. They 
are the basis on which the Office of Price Stabilization takes three- 
quarters of a billion dollars away from your industry. 

Mr. Horr. You can see what effect these figures have had on you. 

Mr. WitLoveusy. Of course, we are supposed to know the busi- 
ness, but if those figures were within 10 percent correct, there would 
not be anybody in Washington to administer the affairs of the Nation. 
They would all be out there in the Intermountain States in the 
ranching business. 

Mr. Horn. | thought you might be interested in knowing the basis 
upon which Mr. DiSalle arrived at these figures. 

Mr. Wi.LLoucusy. They are interesting figures. 

Mr. Hixu. I would like to ask a question. I live in the Mountain 
States area. Would he tell what farmer he got those figures from? 

Mr. Horr. He got them out of a publication of the BAE. I will 
try to get the book from which they came. 

Mr. Hiuu. I wonder what that means, the intermountain area. 

Mr. McCan. Those things are so silly that they are humorous. 
There is nothing humorous about this to us. I mean, that is not 
any sillier than this. And this is the OPS No. 23, the live cattle 
that they are asking us to operate under. It is as silly as that. 
And we are dead serious about this. I mean, this thing means not 
a lot to us, it means a lot to the feeder and it means a lot to the con- 
sumer. We are going to try to produce this beef, but we cannot do 
it under this thing. 

Mr. Poags. I hope that you understand this committee realizes 
full well how serious it is. This committee did not bring this stuff 
up here as a matter of entertainment or amusement, but for the pur- 
pose of trying to show to the people of the United States, who will 
finally make this decision—it is not going to be made by the Congress, 
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not by the cattlemen—in the long run it will not be made by Mr. 
DiSalle—it is going to be made by the people when they finally under- 
stand the facts. They have not understood them. 

I am delighted to see that we have some reporters here this morning 
who I think will try to give the people an understanding of what took 
place here. Unfortunately, this committee has not had the blessing 
of either a group of newspaper reporters who could or would report 
the facts that have been brought out in this committee for a long, long 
while. I am hoping now—lI see some people here whom I have con- 
fidence in that they will do it. We have had some here whom I 
have no more confidence in than I have in Mr. DiSalle. And they 
have reported exactly the same kind of things that Mr. DiSalle has 
in this. 

The American people have been led to believe that the cattlemen 
were getting rich at their expense, that the cattlemen were robbing 
them. And Mr. DiSalle’s Office has, in my opinion, used the power 
of his Office to further that belief that the American people were being 
robbed and mistreated. And instead of helping to fight inflation Mr. 
DiSalle himself admitted that the psychology of that kind of fear 
propaganda that he has been putting out would oft-times even worsen 
any physical situation, to create a run-away market. 

So this committee hopes that we will be able to get the American 
people at least enough facts that they may realize they are taking 
three-quarters of a billion dollars away from the cattlemen and giving 
it to the packers and the processors and the distributors and that it 
will not give any monetary relief or meat to the consumers, and that 
we are playing with a most dangerous thing, a thing that may very 
well, in the course of a few months and, certainly, in the course of a 
year or two, deprive the American people of meat and will deprive 
them of the opportunity to buy meat at a reasonable price. 

Mr. Horven. We also have testimony before the committee show- 
ing that in several instances the roll-back order will result in a higher 
price for certain grades of meat. 

Mr. Poacr. It. has already happened right here in the city of 
Washington. It has happened. And if you do not believe that it 
has resulted in higher prices, if the American people do not believe 
it has resulted in higher prices, I ask the housewives of American to 
go to their local butcher shops and compare the prices this week 
with what they were last week and see what benefit, if any, they have 
gotten from this roll-back. 

Mr. Tuompson. Before we get completely away from the Hope 
figures—— 

Mr. Hops. These are the DiSalle figures. 

Mr. Txuompson. I withdraw the suggestion, I mean the DiSalle 
figures, I wonder if you realize that we have an expert witness here. 
Mr. Moser of the advisory committee is here and he can tell us just 
what happened. 

Mr. Poacs. I am sure the committee would like to hear right now 
from Mr. Moser. Just how much advice you gave Mr. DiSalle 
and how much of it he took. 

Mr. Hriu. And how much he accepted. 

Mr. Poacs. I think we have been wanting to hear about that for a 
long time. 

Mr. THompson. May I also say that after he gets through I have 
another question I would like to ask. 
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Mr. Poacr. Will you tell us? 

Mr. Moser. I am not particularly proud of that. We were call 
up here and we were supposedly to advise the OPS on the formulation 
of this order, I assume, but actually our advice was not even asked 0), 
anything but one or two minor problems, very minor details. 

Mr. Poacr. Were you told about the order? 

Mr. Moser. We were told there would be a ceiling price put on live 
cattle. 

Mr. Poaae. It was not described as a roll-back? 

Mr. Moser. It was not described as a roll-back. I am not stire 
that they did say it, but there was the implication that there would 
not be a roll-back; in other words, it was implied, or we all gathered 
that information. 

Mr. Poace. You all understood that there would be no roll-back? 

Mr. Mosur. Yes. I think it was by implication. I do not think 
they made the direct statement that there would be no roll-back, or 
I did not hear it. 

Mr. Poace. But they spoke only of ceiling prices and not of roll- 
backs? 

Mr. Moser. That is right. 

Mr. Poace. Of course, we all understand the ceiling price to be 
putting something up here above us to which we move. Fou under- 
stood that? 

Mr. Moser. Yes. 

Mr. Poace. The order was going to come out which would stop 
the increase. 

Mr. Hitt. When was this? 

Mr. Poaar. How long ago? 

Mr. Moser. About 6 weeks—let me see; 1 do not remember the 
exact date; | remember I was telling about the cherry blossoms which 
were just about blooming. 

Mr. Monracue. Within a day or two of the 25th of March. 

Mr. Horven. Were you asked to present any figures relating to the 
cost of production? 

Mr. Moser. No. 

Mr. Garuinas. It is most significant what Mr. Hope brought out. 
I wonder if he would not have a few copies of that run off on the 
typewriter so that those interested could get copies of it. 

Mr. Poace. Mrs. Downey will prepare “those. 

Mr. Hint. I think one should be furnished to all of these cattlemen 
before they go home so that they will know how to operate their 
ranches. 

Mr. Poacr. The committee will mimeograph copies of those, and 
they will be available to everybody. Let us proceed with Mr. Moser 
here. 

Mr. Tuompson. This is expert testimony. 

Mr. Poace. How long were you in Washington for that purpose? 

Mr. Moser. We were here 1 day. 

Mr. Poacr. How many advisers did Mr, DiSalle call in? 

Mr. Moser. It seemed to me there were 16. There are some others 
here who were on that group. As I remember, there were 16. 

Mr. Poacer. Did you ineet Mr. DiSalle? 

Mr. Moser. He came in the room for about 10 or 15 minutes and 
made a statement and allowed three or four questions and then he hac 
to rush off. 
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Mr. Poacs. He allowed questions. Did he ask any questions? 

Mr. Mosrr. The floor was open to ask him questions. 

Mr. Poaagr. Who was presiding at the meeting? 

Mr. Moser. Mr. Erickson, I believe. 

Mr. Poaar. Did Mr. Erickson ask any questions of the advisers? 

Mr. Moser. Only a couple of very minor details regarding the 
spread. They would indicate no price; in fact, for example, they had 
a blackboard there. And we would want them to explain what they 
were trying to say and want them to put a figure on the board to 
explain it. Well, they would not even put a figure on the board. 
Maybe that is a figure that he had in the back of his mind, they would 
think. We had to suggest a figure that he would put on the board for 
prices. They indicated no price, but they asked several minor ques- 
tions on minor details of the order. However, at that time there was 
some question when the order would go into effect. I think the OPS 
said—Mr. Erickson said it would be within about 4 weeks. 

Mr. Poaas. Did any of the members of the advisers ask any 
questions? 

Mr. Moser. Yes; plenty of questions. 

Mr. Poacr. Did you get any answers? 

Mr. Moser. Well, you could get answered, but you could not get 
any answers, very much, that you could tie to; what I mean is you 
could get no definite answers in regard to what level they were thinking 
about. They would not indicate at all what level they were thinking 
about. 

Mr. Poacnr. Did anybody suggest that any costs of production 
similar to these that Mr. Hope has presented? 

Mr. Moser. They never mentioned cost of production when I was 
there. 

Mr. Poaar. Did they give any idea on what basis they contem- 
plated establishing these ceilings? Ido not mean the amount, but on 
what basis—were they simply trying to find a basis that would lower 
the cost of living to the public, or trying to find a basis that would 
enable the cattlemen to produce, or were they simply interested in 
viving an adequate return to the packers? 

Mr. Moser. The statement that Mr. DiSalle made would indicate 
that the order would be for the purpose of relieving the packers. 

Mr. Poaag. Of course, the action that he took would indicate that 
that was his only interest, too, would it not? 

Mr. Moser. He said they were squeezed between a top that they 
could sell their product for and the rise in cost, and obviously it could 
not continue. So from his statement we assumed it was for the pur- 
pose of relieving the packer. 

Mr. Poaas. Did Mr. DiSalle explain to you that there was no law 
requiring the packer to buy anything from you? 

Mr. Moser. We pointed that out. 

Mr. Poagsr. At a price that would be unprofitable for him to sell? 

Mr. Mosrr. Yes, sir; we pointed that out. He did not mention 
that. 

Mr. Poacr. But he did indicate that it was going to be necessary to 
protect these packers from themselves, the babes of the woods like 
Swift and Armour, they had not had enough experience, could hardly 
protect themselves from their own determination just to go and buy 
at a price that would cause them a loss. He did not explain whether 
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it was ignorance on their part that they did not know the packing 
business or whether it was a desire just to subsidize the public tha 
was going to require them to do that? 

Mr. Moser. I think he spent about 15 minutes in there. 

Mr. Poace. Did he indicate then that he was going to put on stil! 
further ceilings—of course, he referred to them as only ceilings and 
not as roll-backs—was there any indication that there would be later 
ceilings placed on it? 

Mr. Mosrr. No. 

Mr. Poagce. In other words, the only discussion there would have 
indicated only one action and that was expected to take place 
roughly about when it did or a few weeks earlier? 

Mr. Moser. Yes, sir. 

Mr. Poace. Of course, actually you understand that he has now 
announced,two additional roll-backs that are to take place this fall, 
Of course, it was necessary to make those announcements now in 
order to induce the feeders to get in the business so that they might 
know they were going to stand a substantial loss next fall and produce 
additional meat, so that we might have the additional meat this fall 
when we are going to have a substantial demand for it. Did he 
explain about getting that extra meat this fall? 

Mr. Moser. No. 

Mr. Poacr. Nobody asked about that? 

Mr. Moser. We did not, of course, We had no idea what was 
coming up. 

Mr. Poacr. You did not have any idea that such a thing was 
coming up? 

Mr. Moser. No. 

Mr. Horven. You left the meeting with the distinct impression that 
there would be no roll-back? 

Mr. Mossr. That was our impression; yes, sir. 

Mr. Hoeven. There was nothing in the course of the meeting to 
indicate that the roll-back order was forthcoming at all. 

Mr. Moser. No, no. Like I say, I think it was by implication 
rather than a direct statement, however. 

Mr. Hore. Did anybody ask if there would be a roll-back? 

Mr. Moser. I do not remember. 

Mr. Hitt. Did any of you ask Mr. DiSalle—did anyone ask him 
why he picked on the cattle industry to start his price equalization? 

Mr. Moser. Yes. 

Mr. Hiti. And what answer did he give you? 

Mr. Moser. I doubt whether I could quote Mr. DiSalle. 

Mr. Hivu. Give me the idea. 

Mr. Moser. The impression that I got that the purpose was purely 
to relieve the packer; the purpose was to relieve the packer. 

Mr. Hitu. What has that to do with price control? 

Mr. Moser. Well, I do not know. 

Mr. Hitt. In other words, he was doing a goodly deed, a Boy Scout 
effort? 

Mr. Moser. Of course, his emphasis was on relief to the consuming 
public. He stressed that these prices have been advancing; they had 
figures to show how much they advanced in the last few months. 

Mr. Hii. Did he mention coffee? 

Mr. Moser. No. 

Mr. Hit. I have just about quit drinking coffee. 
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Mr. Moser. No. 

Mr. Hitit. Did he mention cocoa; did he mention butter? 

Mr. Moser. No; livestock only. 

Mr. Hitu. What about potatoes? 

Mr. Moser. No. 

Mr. Stmpson. Did he mention dairy products? 

Mr. Moser. I do not think he did. 

Mr. Grant. I think there is one thing here that in fairness to Mr. 
DiSalle should be said. I think here is where your money is going. 
[ noticed in yesterday’s Evening Star it stated that the Wage Stabiliza- 
tion Board was quoted as follows: 

The Wage Stabilization Board was reported today to be on the verge of provid- 
ing two big thaws in the pay freeze—for nearly a half million auto workers and 
220,000 meat packing-house workers. 

I think you will recall that a few months ago the workers had one 
raise. Now they are to receive an 11-cent increase agreed on by the 
Big Four meat packers and the members of the A. F. of L. meat 
cutters and the CIO packing-house workers. You see here how much 
the packers are in favor of this, because they are not going to have 
any of it taken out of their hides. It will be taken out of the farmers. 

The six public members plus six labor members could vote the increase together. 
But even the industry members were said to be under pressure from the packers 
to approve it. One Board member, Henry B. Arthur, is an official of Swift & Co. 

The 220,000 getting another increase of 11 cents. The packer will 
not pay it. And it seems to me that the consumer will not pay it. 
So it has to come out of the people who raise the cattle. 

Mr. PoaGcs. That is right. 

Mr. WuHee.er. Earlier in the hearing I attributed to Mr. DiSalle 
a statement to the effect that the producer of cattle realized 70 per- 
cent profit; that is, net profit. Upon being corrected and not relying 
too much on my memory | stood corrected, but after examining the 
figures that Mr. Hope has there, coming from Mr. DiSalle, I find 
that I did misquote him, that according to those figures he claims 
that you net 88 percent profit. 

I just want to make that correction there. 

Mr. McCan. That is two other fellows; that is not us. 

Mr. Monracur. Lhavearequest tomake. Some of these witnesses 
appearing before you today will also appear before some other com- 
mittees of Congress. The exhibits which we have filed—I would 
like to have permission of the committee to withdraw the originals 
and substitute for them copies that the stenographer may make. 

Mr. Poager. Without objection, that request will be granted. 

I want to know if you will tell us if you still hold office, Mr. Moser, 
as an adviser to Mr. DiSalle. 

Mr. Moser. No; we have not met since that day. I doubt whether 
he will get us back up here again. 

Mr. Poacr. Has he stopped your pay? Are you still officially 
an adviser? 

Mr. Moser. I do not know. I have not even received—— 

Mr. Poacr. How did you learn that you had become an nditicen, 
anvhow? 

Mr. Moser. Well, they telegraphed me to ask me to be here for 
that purpose. And inasmuch as they asked me I thought, at least, 
I could do that and come and advise them. 
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Mr. PoaGce. You thought you were coming up here to be of some 
service to the United States? 

Mr. Moser. Yes; that is right. I did not come this far at my own 
expense to listen to him tell us what he was going to do. 

Mr. PoaGce. But you did do it, did you not? 

Mr. Moser. I did. I did not know it, though. 

Mr. Poace. You came at your own expense to try to be of some 
service to the United States. You got here. Your advice was 
neither asked nor taken, and you were not even frankly told what 
was planned? 

Mr. Moser. That is quite right. 

Mr. Poage. In other words, is there a possibility that the OPs 
could have wanted to use your name and the names of some other 
men who were scattered over the country to lend the cloak of re- 
spectabilit*to the matter of transferring three-quarters of a billion 
dollars from the cattlemen to the packers? 

Mr. Mossr. | do not know the purpose. 

Mr. Poacr. Can you conceive of any other purpose that you were 
used for? 

Mr. Moser. Well, only speculation. 

Mr. Poacr. You did not help the public, did you? 

Mr. Moser. No. 

Mr. PoaGce. You did not get any lower prices for the housewife, 
did you? 

Mr. Moser. No. 

Mr. Poacr. You did not help the cattlemen, did you? 

Mr. Moser. Certainly not. 

Mr. Poacr. You did not even keep them in business. I do not 
know what you were here for, then, unless it was to give the cloak of 
respectability to dipping into the cattlemen’s pocket to the tune of 
three-quarters of a billion doliars to hand over to some distributors. 

Mr. Tuompson. Not desiring to needlessly prolong the hearings so 
far as this witness is concerned, I am certain we have made out a good 
case for the contention that we had in our minds when we started out, 
namely, that this—-I dislike the word “subterfuge’’—I do not think 
that is perhaps quite fair—an expedient method that was used by 
Mr. DiSalle and his people to get them off the hook that was becoming 
very painful to them—certainly there has been no showing of justi- 
fication from the standpoint of the producer nor from the standpoint 
of the housewife; I have nothing further to develop, but I did ask Mr. 
DiSalle one question when he was on the stand; 1 asked him if it was 
correct that these experts who were called up to help draft the order 
were not given to understand that they were coming back to check 
over any proposed draft or any draft of the proposed order. Do you 
remember that, Mr. Moser? 

Mr. Moser. I could not say whether they said we would be called 
back. I do not know that they said any future meeting would be 
held, and if so, it would probably be held in Chicago. I just assumed 
that there would be a future meeting by that. 

Mr. Poacr. Are you going to go to Chicago if you are called? 

Mr. Moser. [ am through. 

Mr. Garnines. Was there anything said about 220,000 packing- 
house workers seeking an 1l-cent wage rate? 

Mr. Moser. No. 
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Mr. Garutnes. There has been quite a bit said, though, if you read 
the Washington papers, about an increase in Federal pay, too. I do 
not know if you keep up with the Washington articles on Federal pay 
raises or not. 

Mr. Hoeven. There is another gentleman present who has indicated 
that he was at this meeting. I do not know whether he was an adviser 
or not. I wish he would identify himself and make a statement here 
as to his impressions of the meeting. 

Mr. Poaanr. Will you please come forward and identify yourself for 
the record. 


STATEMENT OF HENRY J. KRUSE, SEATTLE PACKING CO., SEATTLE, 
WASH. ? 


Mr. Kruse. Mr. Chairman and gentleman, I am a director of the 
Western States Meat Packers Association. I am very much inter- 
ested in the reference to packers, of course. 

I was down here for several weeks offering my services to the OPS 
staff over there in connection with this ceiling regulation. I will say 
that other people in the industry were here giving their best. I believe 
that it would be a mistake to impugn the objective of those people 
over there. 

The people I met over there are extremely conscientious and are 
giving their best, but their best is not good enough. This job is 
impossible. 

The things we had to arrive at were compromises. We could not 
set up any regulation that fit all of the intricacies of this business 
without squeezing somebody. We simply could not do it. We knew 
it at the time. 

So we compromised them. 

Necessarily there are compromises in this order. I believe that 
order is written as good as people can write that kind of an order. 

Mr. Poace. Were you a member ofthis advisory committee? 

Mr. Kruse. Yes, sir. 

Mr. PoaGcr. You said you were here for 2 or 3 weeks, that you came 
down here. 

Mr. Kruse. I have been here four times. 

Mr. McCan. That is not the same committee. 

Mr. Monraause. He was a member of the Packers Advisory Com- 
mittee, not the Livestock. 

Mr. Kruse. That is correct. 

Mr. Poagr. Then you were not a member of the committee of 
which Mr. Moser was a member? 

Mr. Kruse. No, sir. 

Mr. Poagr. But you were here 2 or 3 weeks, and you met more 
than once, did you? 

Mr. Kruss. Oh, every day, we worked all day and all night. 

Mr. Poage. And they asked you questions, did they? 

Mr. Kruse. Numerous questions, many questions. 

Mr. Poacr. And did you give advice? 

Mr. Kruse. The very best I knew how. 

Mr. Poace. And you tried to give them all of the information that 
they asked for, and if they did not ask for it, you tried to see that they 
got the information? 

84040—51-———15 
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Mr. Kruse. Yes, sir. 

Mr. PoaGe. Are. you still functioning as an adviser? 

Mr. Kruse. I am like Mr. Moser, I do not know. We have not had 
any meetings since the order came out. 

Mr. Poage. Did you see the order before it came out? 

Mr. Kruse. Well, I saw a skeleton of the order before it came out. 
I would like to say here and now that this roll-back business was 
entirely something that came from we do not know where. I feel 
that I probably was as close to the writing of the order as an adviser 
could be. but we never dealt in the pertinent things such as the prices. 
We dealt in the spreads between various grades of cattle. We deal; 
in such matters as how the schedules of various cuts should be made. 
but we did net deal in the price. That was something settled some 
place else, and I do not know where. 

Mr. Horr. You mean to say, then, that all of the time that you 
were sitting in, nothing was ever said about a roll-back or about any 
specific figures at all? 

Mr. Kruse. No, sir. 

Mr. Hope. As the basis of this order? 

Mr. Kruse. That is correct. That is one point I want to make. 
I want. to be sure that my position is clear in this respect. I endorse 
everything these gentlemen have presented. I also feed cattle 
I travel in the country alot. I meet a lot of ranchers in my northwest 
country. I can verify everything these gentlemen have said. 

I testified in the Banking and Currency Committee. My testimony 
is on record over there. I think that one of the very important things 
that we want to remember about this thing is this, we want production. 
We want this product. Price will not make any meat. If we do not 
get production, we are lost. We are in a war effort. If we do not 
have meat, we do not have morale. 

And you people who have businesses know what morale means 
It is an intangible something that you cannot put your finger on 
When that boy in war has meat, he is a better soldier. That is what 
helped us win the last war. And when the people at home have 
meat, we have a better morale. 

Mr. Garutnes. How much do you pay your packing-house workers’ 

Mr. Kruse. The minimum wage in our area is $1.42 an hour. 

Mr. Garuines. And, then, with the different classes of workers i! 
goes higher? 

Mr. Kruse. Yes. I would like at this moment to say this—— 

Mr. Hoeven. You are not contending that the roll-back order 
will result in the production of more meat? 

Mr. Kruse. It will result in less meat. This whole order will do 
nothing but produce less work. That is my whole point. 

I want to continue a point that I made yesterday, and I woul 
like to get it over here. The important thing about getting more meat 
is the marginal producer, these gentlemen out here on the ranges will 


keep breeding cows, because as Mr. Willoughby pointed out, they can- 


not stop and start; they live there; their home is there; their heart is 
there; they want to stay there. They want to fight this thing throug!) 
This is only a temporary blizzard. We will live through that ani 
keep going, but the important thing now is the marginal producer 


We have got to get this marginal man in who has more than average 


costs. He is the answer to our increased production. 
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Under a free economy this marginal producer comes in auto- 
matically and he also goes out automatically, because competitive 
forces will force him out when we no longer need him. And that is 
what is important about this thing. That is what is important to the 
consumer. 

Mr. Horr. Now they are putting him out with this order when we 
do need him. 

Mr. Kruse. That is right. We are doing just the reverse of what 
we should do. 

We are doing another thing, gentlemen, and this I think is impor- 
tant: During the OPA days we found out that the standard of char- 
acler in our business went down. We were brought down to an 
average. Some of us are proud of our business. We are trying to 
do this job because we like it, but we want to do it honestly. We do 
not want to be faced with the alternative of going dishonest or going 
out of business. And I challenge you that we could not stay in 
business last time unless we were dishonest, at least morally. Some 
of us, in my own ease I lived because I was legally right, morally I was 
absolutely wrong. I had to be to stay in business. That will happen 
again. 

Mr. PoaGcre. We are very much obliged to you. 

Now we will hear from this gentleman over here. Will you identify 
yourself? 


STATEMENT OF FREDERICK SHERER, PRESIDENT, NEBRASKA 
LIVESTOCK FEEDERS ASSOCIATION, COLERIDGE, NEBR. 


Mr. SHerer. My name is Frederick Sherer, and I am president of 
the Nebraska Livestock Feeders Association. 

Mr. Poace. Were you on the same advisory committee with Mr. 
Moser? 

Mr. Suerer. We originally were on a committee meeting here to- 
gether. As I understand it, there were 11 of us selected out of a group 
of about 22 that served as an advisory livestock committee. 

Mr. Poacr. How did you get to Washington in the first place, I 
mean in connection with this meeting? 

Mr. SHerper. Senator Wherry called in a group of men from 
Nebraska to come in and meet with Mr. DiSalle to give him somewhat 
the ideas of the production of meat. That was the very beginning. 

Mr. Poagr. About what time was that? When? 

Mr. SHerer. About March 20. 

Mr. Poags. Yes. 

Mr. Serer. And we met with Mr. DiSalle one morning and I 
talked to him about production of meat, about how we had to go 
about it, and he had no knowledge, any estimation how it was pro- 
duced at all. I sensed that right there, because he could not even | 
grasp basic facts. He just had to learn clear from the start. And 
as time went on after that meeting, I believe one of the reasons why 
| might have been named to this permanent tl-man board, and I 
took this thing to heart, was the fact that if I was to be an adviser on 
meat production, I needed to serve a definite purpose there in being 
able to tell them and produce facts on how to get meat production 
for the American people, because that is their job as producers. 
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Mr. Poace. Will you tell us just when you became one of those 
official advisers and how you were informed that you were an official 
adviser, and no longer? 

Mr. Suerer. I received a letter from Mr. DiSalle’s office after the 
same meeting that Mr. Moser mentioned at which there were 22 men 
from all over the United States. It was after that meeting that | 

received a letter asking me to become a meniber. 

Mr. PoaGe. First you were in that meeting? 

Mr. SHERER. Yes. 

Mr. Poace. How did you get in that meeting? You came here to 
present your own case; you came here’at Senator W herry’s suggestion 
to present your case? 

Mr. Suerer. That is correct. 

Mr. Poace. You were around Washington and met Mr. DiSalle, 
and you presented your case? 

Mr. SHerer. Yes. 

Mr. PoaGcr. Now, then, Mr. DiSalle had a meeting in which he had 
22 men, of which you and Mr. Moser were 2; how did you get on that 
22-man committee? 

Mr. Suerer. By invitation, by letter to be in here at a certain 
date. 

Mr. Poace. From Mr. DiSalle? 

Mr. Suerer. Yes. 

Mr. Poace. And the letter was given to you here in Washington, 
was it? 

Mr. SuHerer. [ was sent a wire to be here the same day as Mr. 
Moser was here. 

Mr. Poace. You came here with Senator Wherry? 

Mr. Suerer. A week later. I was back at this same meeting Mr. 
Moser was in. 

Mr. Poace. Then you were invited again. You were still here, 
and invited to stay? 

Mr. Suerer. Well, I have been in four times now trying to help 
solve this problem of meat production, trying to give concrete advice 
on how to bring about production. Mr. DiSalle made a statement 
in several committees, two meetings that we have had with him, that 
we have no intention to bring about anything to the meat industry 
that will disturb its production. Our aim is to get maximum produc- 
tion. You need not fear that we will do anything that will disturb 
that production, because that is the thing we want. Mr. DiSalle 
made that statement. 

Mr. Poager. Did anybody discuss the effects of a roll-back on pro- 
duction? 

Mr. Suerer. We had never anticipated any roll-back. I will say 
that in the meetings we have had we did considerable work with Mr. 
Erickson on trying to develop this thing in a concrete way or trying, 
at least, to bring about a situation where production can exist. This 
is my impression about Mr. DiSalle’s action in this matter. He has 
absolutely turned traitor to his very statements to us that he would 
not take action that would destroy production. 

Mr. Poace. Did you have any alternative? 

Mr. SHerer. May I please finish? I think he has disregarded all 
of the advice we have tried to present to him in a very sincere manner 
and has discarded that thrown out of the window and has gone ahead 
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with the order that favors only the consumer and the packer I would 
say at the present time. 

Mr. Hope. I do not think this order favors the consumer so far. 

Mr. SHerer. That was his intention. I do not say that it does, 
I do not agree that it does at all. 

Mr. Horr. You say you have had four meetings with Mr. Erickson 
and Mr. DiSalle? 

Mr. SHerer. | have had three. 

Mr. Horr. You have had three? 

Mr. Suerer. Yes. This is my fourth trip here today. 

Mr. Horr. Were prices discussed at any of those meetings? 

Mr. Suerer. We have tried invariably to get some idea of what 
they had in mind about prices. We finally did get to this point where 
we knew from Mr. Erickson that they had the January level of price 
inmind. ‘The last time I was in here we met with Mr. J. B. Hudson, 
of the Food Administration, and Mr. Erickson and Senator O’ Mahoney 
and Senator Butler—we all got together in one meeting with 13 men 
of our industry, and we discussed this problem of meat. I stayed on 
here after that meeting, decided that we needed to get to the top in this 
thing of price control. We understood that Mr. Eric Johnston was 
the man who finally had to sign this control order before it was issued 
to become law. So we arranged a conference with Mr. Eric Johnston 
before going home. 

Mr. Johnston was the only man that had the intestinal fortitude to 
tell us exactly what the order was going to be. That was a $3 roll- 
back at the present time, with another additoinal roll-back to come in 
a month and another additional following that. 

Mr. Poacr. Did you tell Mr. Johnston that would not work? 

Mr. Suerer. Absolutely. We told him that it would not work; 
it would be dynamite in the meat-production industry. 

Mr. Horr. When was that relative to the issuance of the order? 

Mr. Suerer. That was on Thursday, when the order came out on 
Friday. We met with Eric Johnston on Friday at 5 o’clock or on 
Thursday at 5 o’clock before the order came out. 

Mr. Horr. That was the first time you knew there was going to be 
a roll-back? 

Mr. Suerer. That is the first time we knew of the drastic effect 
that was going to be imposed, that was anticipated; and my thought 
there was that Mr. Johnston was very intelligent about this matter. 
He readily said that he did not understand all of the problems that we 
had, because he was not in the field of that kind of work. He seemed 
to grasp the idea. I always contended that Eric Johnston would 
never sign an order as drastic as this, and I do not believe that, but 
Mr. DiSalle went to the President and got the order signed. 

Mr. Horr. Did Mr. Johnston sign the order? 

Mr. Suerer. I do not know that definitely. I doubt in my mind 
that he did. 

Mr. Poacr. This committee of 11 on which you functioned, was it 
really an official committee? 

Mr. Suerer. Yes, sir; appointed by the OPS. 

Mr. Poace. I do not mean the amount of money, because that is not 
the important thing, but I mean were you on the United States pay- 
roll; were you an actual employee of the United States Government? 

Mr. Suerer. No. We were informed in a letter we received that 
they could give us no compensation in any way for our efforts. They 
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were just asking our support. We received absolutely no financial 
remuneration. 

Mr. Poace. Did the entire 11 represent the livestock industry, the 
production industry, or were they part producers and part packers 
and part distributors? 

Mr. Suerer. The strange part about it all was that we have a 
livestock feeders association which you will hear from later, and there 
were three of us from this association—our national president, Mr. 
Watson; myself; and Mr. Davis, from Greeley—put on the eleven- 
man group. The rest were from California, some were from Oregon, 
some from Texas, and the strange part of it 

Mr. PoaGcr. Who was from Texas on that? 

Mr. Suerer. Mr. Jay Taylor, Mr. Moser, I believe were on the 
ll-man group. We never got together as one committee after that. 

Mr. Poacr. Maybe we can get this thing clear right now. I under- 
stood Mr. Moser was only here 1 day on that 16-man committee and 
went home and heard no more about it. 

Mr. Moser. Evidently they selected from that original group 11. 
That is the first I heard of it. 

Mr. PoaGe. I understand, but I am trying to find out—— 

Mr. McCan. They did not have Jay Taylor. 

Mr. Poacer. There were some from the Corn Belt Feeders Associa- 
tion and one from California. That accounts for four of them. 

Mr. Hoeven. You have the list with you, do you not, Mr. Sherer? 

Mr. SHerer. I have carried it with me. I did not know that we 
would need it this morning. 

Mr. McCann. Jay Taylor was not here. He was here with Mr. 
Moser. At these subsequent meetings, when they became official 
advisers, he was not in it. Jay Taylor was not in it. 

Mr. SHERER. We were never calle d for advice. Whenever we came, 
we came as our own duty to give that advice, but they never called. 
Why they ever established the committee is beyond me. They never 
tried to get anything out of us from there on. It was—I do not 
know what you would call it. 

Mr. Poace. Have you seen anything that any of these committees 
did except to lend the cloak of respectability to acts that the com- 
mittee would never have approved themselves, but the apparent 
desire to make the American people who knew something about the 
industry to feel they were approving what was going on? 

Mr. SHeRER. It appears quite like that. I cannot see any other 
service that we performed. 

Mr. Poagr. Are you very happy about the fact that your name 
was used to try to make it appear that you, as a cattle producer, had 
endorsed this sort of a program? 

Mr. Suerer. I am very disappointed in the work that I attempted 
to do sincerely to try to help get meat production in America. | feel 
my efforts were not worth all of the time that I have put in, because 
they were completely nullified when the order came out. 

Mr. Poace. They were not only nullified but simply used to cover 
up somebody doing exactly the contrary of what you suggested. 

Mr. Suerer. Here are the names of the 11-man committee: C. B. 
Watson, president of the National Livestock Feeders Association; 
myself, of the Nebraska association; Frank Davis, Colorado Livestoc k 
Feeders Association; C. I. Kaney, president of the Kansas City 
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Livestock Exchange; Howard Hill, president of the Iowa Farm 
Bureau Federation; Don L. Short, president of the North Dakota 
Livestock Producers; Jay Taylor, Texas Cattlemen’s Association; 
Alan Rogers, Ellensburg, Wash. ; John Guthrie, Portersville, Calif.; 
P. E. Williams, Davenport, Fla.; Albert Mitchell, Albert, N. "Mex. 

That is 11. 

Mr. Poags. Did Jay Taylor ever attend a meeting with you 
afterward? 

Mr. SuHerer. I saw none of these men after we had our appoint- 
ments other than Mr. Davis, Mr. Watson, and myself. 

Mr. Horr. Then, when you talk of the meetings of this committee, 
they were simply your group of Corn Belt feeders who came in as you 
would have come w Rather you had been appointed to the committee 
or not? 

Mr. SHerer. We came in because we should be here to defend 
some of the things that were not right, might not be right. We came 
on our own volition rather than being asked to come in here. 

Mr. Horr. In other words, this committee of 11, so far as you know, 
was never actually called together for any kind of advice? 

Mr. Suerer. No. 

Mr. Horr. And the advice you gave was given because you be- 
lieved it should be given. 

Mr. Suerer. Absolutely correct. 

Mr. Hors. Your advice was never sought? 

Mr. Suerer. That is correct. 

Mr. Monracue. I would like to make one comment. I undertook 
at your request and at the request of Mr. Cooley to bring some 
witnesses here to give you some information. I hope you feel that 
I have discharged that obligation. 

Mr. Poage. We certainly do, and we appreciate it very much. 

Mr. Txompson. I should like to ask unanimous consent, at the 
request of Mr. Montague, to have placed in the record a newspaper 
clipping from the San Angelo Standard-Times of Thursday morning, 
May 17. 

Mr. Poacr. That will be done. 

(The newspaper clipping referred to is as follows:) 


{From the San Angelo Standard-Times, May 17, 1951] 
HovusrEwIFrE Woks: SHORTAGE OF BEEF REPORTED IN ANGELO 


; Mrs. Housewife is having to grit her teeth this week to bear up under a shortage 
of beef. 

The manager of a San Angelo meat market listened sympathetically to the 
complaints of his best customers Wednesday, then phoned his wholesaler. 

“You gotta do something. I need beef, and fast. My best trade is talking 
desertion,” said the retailer. 

It was meager consolation, but the wholesaler assured him he needn’t worry 
about his customers finding beef elsewhere. 

‘Beef is searce all over town,” he explained. ‘‘Some wholesalers have already 
pine their supply. Others believe they’ll have enough to carry them through 
this week. 

“ After that,’ the wholesaler shrugged, ‘“‘who knows?” 

Why the sudden shortage here? 


UNCERTAINTY 


The basic reason, according to Jack Drake, manager of San Angelo’s Producers 
Livestock Auction, is the feeling of uncertainty that hangs over the livestock 
market today. 
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That feeling, says Drake, followed the Government’s new roll-back order 0; 
beef prices. Feeders are adopting a wait-and-see attitude with respect to the 
packers. And, as a result, very little cattle is being placed on the market. 

Drake says many feeders feel they will lose money if they continue to feed a: 
the price currently offered by the packers. 

This fear of the feeders is acknowledged by Wade Beasley, assistant manager 
of the West Texas Packing Co. here, who believes it will take from 3 to 4 weeks 
for the market to level off. 

“Thess price ceilings are too new right now. The w hole meat industry is still 
settling down into the law, and it’s going to be a hit-and-miss process for a while, 
Beasley believes. 

CUT SLAUGHTERING 

West Texas Packing Co. has cut its normal slaughtering by about half this week, 
but Beasley said the firm hopes to return to normal production next week. 

Local wholesalers, whose normal deliveries to retailers also have been slashed 
about 50 percent so far this week, harbor a sharp grievance against the roll-back 
in beef prices. 

One dealer explained that under the new OPS ceilings he is losing as much as 
$35 per 1,000 pounds of beef. 

“Before the roll-back, I was getting 61 and 62 cents on the carcass per pound,” 
he pointed out. ‘‘Now, 56.20 cents is the highest I’m allowed to charge.”’ 

Some wholesalers said they were not going to stand any losses that they don't 


have to. They said they would continue to supply regular customers, in com- 
pliance with OPS. 


LOSE ON MEAT 


“But vou can’t expect us to be enthusiastic about grabbing up meat at a loss,” 
one dealer said de fensive ly. He said meat producers are losing too, but expressed 
the opinion that ‘‘they can stand the loss where we can’t.”” He explained the 
larger meat packers make up any deficit with the sale of by-products for fertilizer, 
medicines, and ey other items. ; 

How can the Government help? Simply by letting meat prices alone, was one 
suggestion. The threat of black markets was ‘posed with the opinion that “people 
will get what they want as long as they’re willing to pay a high enough price.’ 

“Only thing to do is take the money away from ’em,”’ another dealer suggested. 

Asked whether he thought the current situation is the same as that which 
existed during the price-control era of World War II, a dealer answered, 10 
Things were a little better then, he said: ’ 

“Back there, we at least had a low price on live animals. But now everything's 
high.” 

Mr. Poace. We will meet this afternoon. While Judge Montague 
has finished his presentation, we have several gentlemen who want 
to catch trains at the earliest possible moment. 

We will meet here this afternoon at 2 o’clock. 

(Whereupon, at 1 p. m., a recess was taken until 2 p. m., of the 
same day.) 

AFTERNOON SESSION 


(The hearing reconvened at 2 p. m.) 

Mr. PoaGce “(pr esiding). The committee will please come to order. 

Mr. Simpson, I believe you had some witnesses that you promised 
to have us hear at this time. Would you like to call them? 

Mr. Simpson. I will give you the names. We have Mr. Mark 
Pickell of the Corn Belt Livestock Feeders Association. 

Mr. Poace. Yes, I have his name on this list here, Mr. Pickell, 
and I also have Mr. Carl Scammon. 

Mr. Simpson. He has Mr. Fred H. Tomlin of Illinois with him, 
who is secretary of the Illinois Livestock Feeders Association. 


Mr. Poace. Will you gentlemen come forward, please. 
Go ahead, Mr. Pie kell. 
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STATEMENT OF MARK W. PICKELL, SECRETARY, CORN BELT 
LIVESTOCK FEEDERS ASSOCIATION, CHICAGO, ILL. 


Mr. Picxety. I would like to say that the Corn Belt Livestock 
Feeders Association is and always has been violently opposed to any 
semblance of price controls. We are tickled to death with the attitude 
that this committee is taking. 

All past history shows they will not work because nature cannot 
be controlled. 

We believe that the more acute the national emergency, the more 
dangerous are controls. History does not record a single instance of 
where the money of a defeated nation was worth the paper on which 
it was written. 

Price controls are dangerous, and all past world history shows they 
eventually lead to shortages. 

But as Mr. Simpson has pointed out, this committee can only offer 
amendments, or be in more or less of a fighting attitude on the floor 
to see that the livestock feeders get justice. 

What I would like to do would be to discuss some of the amendments 
which we think are absolutely necessary, if we are even going to con- 
tinue in a semblance of meat production. 

Mr. Poaae. We think that would be very helpful, and we will be 
glad to have it. 

Mr. Pickeiy. We think line 31 of section 3, page 8, title 1V, should 
be amended to read: 

Provided, That in establishing and maintaining ceilings on products resulting 
from the processing of agricultural commodities, including livestock, a generally 
fair and equitable margin of profit over and above all costs shall be allowed for such 
production, feeding, and processing. 

The italicized part is the change from the present law. 

In other words, now the law provides only for a profit for the 
processors, and we think it should be provided for those who produce 
and feed out the livestock. 

‘Mr. ANpDRESEN. I would like to ask a question about that amend- 
ment. You refer particularly to all livestock? 

Mr. Picket. All livestock. 

Mr. ANprEsEN. Which takes in hogs. 

Mr. Prexexy. That is right, and sheep 

Mr. Anpresen. Would not you prefer to have that amendment 
read that there should be a generally fair and equitable margin on 
each species of livestock, rather than on livestock in general? 

Mr. Prexeiy. That would be very acceptable, yes, sir. 

Mr. ANprESEN. So that you might make an over-all profit on hogs, 
and lose money on beef cattle, and because you made a profit on hogs 
it would be construed that you were having a generally fair and 
equitable margin in your feeding adjustment, and no adjustment 
would be made on beef? 

Mr. Picket. That is a very good suggestion, Mr. Andresen. 

Mr. Poace. I think Mr. Andresen has something very important 
there, and it is very good, and I am very glad that he brought it out, 
because we know from experience that if you were to deal with these 
agencies on this sort of basis, that they would tell you that they had 
established a very profitable arrangement for the production of guinea 
fowls, and therefore since you were going to make a profit on guinea 
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fowls you could take a loss on cattle, and the average would be a protit- 
able operation. 

Mr. Picke.u. I think that is excellent, sir. 

In addition to that, sections should be inserted into the law em- 
bodying the following: 

1. For each 1 percent that the annual free supply of feed grains 
declines or is estimated as declining below the average supply 
of the past 10 years, the ceiling on feed grains, corn, wheat, oats, 
barley, rye, sorghums, and soybeans, as well as cottonseed meal and 
flax shall be permitted to advance 3 percent above parity, up to a 
deficit from the average of 10 percent in the total feed supply. For 
each additional decline of 1 percent above 10 percent in the annua! 
feed supply, the prices shall be permitted to advance an additional 
5 percent. 

Should shortage of feed supplies require that the price of feed 
grains be permitted to rise to encourage production, imports, and 
reduction of consumption, then ceilings on livestock prices must also 
be permitted to rise in like proportion to encourage production of 
meat despite the handicap of short feed supplies. 

2. No additional roll-back on prices of beef beyond that of May 
20, should be permitted for a period of 1 year. If natural conditions 
of supply and demand dictate lower prices, then they should come 
naturally. But if consumption is such that all the beef offered for 
market will be consumed at those ceilings, then instead of the ceiling 
being lowered it should be raised to levels that will bring a balance 
between supply and demand at the price. 

Mr. Poace. Mr. Pickell, would you mind an interruption there? 

Mr. Pickeuu. Not at all. 

Mr. Poace. I recall when Mr. DiSalle was before us, that I asked 
him if the market was not taking all the beef that would go on the 
market at present prices. He admitted that was true. 

Then I suggested if we lowered the price of that meat, wouldn't 
that then strengthen the demand, and actually create a market for 
even more beef. He thought that was possible. 

I then asked him how he was going to get meat for that additional! 
demand and, of course, he had not thought about that, and offered 
us no constructive suggestion whatsoever on it. 

Isn’t it true that if it were possible to actually lower the price of 
beef in the butcher shop, and still allow the national income to con- 
tinue to rise as it is rising, that it would be an absolute impossibilit) 
to meet the demands of the market? 

Mr. Pickxe.u. Absolutely. 

Mr. Poace. And should his plan be susceptible of success, which 
I doubt, doesn’t it inevitably follow that the plan that he proposes, 
if it succeeds, must inevitably result in rationing this fall? 

Mr. Picket. That is inevitable, and rationing will bring black 
markets, in spite of hell and high water. 

Mr. Poace. Why, of course. 

Mr. Picket. 3. The maximum prices to be permitted on hogs 
should carry with it the possibility of the same relationship as existed 
between the average price of hogs and the average of all beef steer 
prices from 1920 through 1941. 

It is self-evident that that relationship was a natural relationship, 
and this should be permitted to continue. That is, gilts and barrows 
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of Good to Choice grade should be permitted to sell at 85 percent of the 
average price of beef steers. 

The proposal is very, very much below that. They are distorting 
a natural relationship which will be disastrous in the long run. 

Mr. Poace. May I interrupt there again? I do not want to stop 
you in your presentation, but isn’t that due to the fact that the Office 
of Price Stabilization seems to have no conception of the purpose 
that the Congress had in mind in establishing the parity relationship? 
I think we find many of the officials of the OPS, like many of the people 
of the United States, thinking of parity in some manner measuring 
the cost of production. 

Mr. Picketu. That is right. 

Mr. Poage. And it is not based upon the cost of production at all. 
It is based merely upon the relative purchasing power of various goods 
relating to a certain base period. 

Mr. Picke.u. That is absolutely so, and I want to discuss that a 
little further, if I may. 

Mr. ANpDRESEN. May I ask you, you have suggested here that the 
price on Good to Choice grades of hogs be at 85 percent of the average 
price for beef. 

Would that figure be in dollars and cents, that the ceiling would be 
on hogs, would it be $22 or $24? 

Mr. PickeEuu. It would be somewhere around $28 permissible. 

Mr. ANDRESEN. About $28? 

Mr. Pickeuu. Yes, permissible. That does not mean that the 
price is going there, but it has the right to go there. 

Mr. ANDRESEN. Well, once you fix a price as a ceiling, the tendency 
is to have the price rise to that ceiling, although I know that hogs are, 
of course, now under parity. 

Mr. Picket. They are, yes. 

Mr. ANDRESEN. And it would all depend on the supply. I am 
convinced if you had a ceiling price of $28 for hogs, you would have 
so many hogs in this country that the supply would be so terrific that 
it would bring the price down. 

Mr. Pickeuu. I think there is no question about that. That is 
the way it should be. 

Mr. ANprEsEN. And feed pnatiqnehip and supply comes into con- 
sideration. 

Mr. Picke.u. Yes, sir, absolutely. 

All right. 

4. No ceiling whatever should be placed on sheep or lambs. The 
one hope of restoration of sheep numbers in this country to a level 
where a very minimum number of sheep for national safety is being 
produced, is for the farmers of the Grain and Cotton Belt to raise 
a few sheep on each farm. 

Some of the men from the ranches may criticize that, but never- 
theless it is my own conviction that that is the way you will get a 
minimum supply. 

The only thing that will bring this about is a price that will make it 
profitable. If a maximum is put on beef and pork, then there is an 
automatic maximum on lamb meat. That automatic maximum is 
the price that will move the available quantity of lamb meat into 
consumption against the pork and beef produced under fixed maxi- 
mum ceilings. 
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5. No directive must be issued that would prevent farmers from 
marketing any livestock they desire at any time or place they desire. 
And no authorized slaughterer of livestock shall be prohibited from 
the purchase and slaughter of any kind or quantity of livestock he 
may desire at any time he may desire. 

Mr. AnpREsEN. Mr. Chairman, may I ask a question? 

The CHAIRMAN. Yes, sir. 

Mr. AnpreseN. You heard the Secretary’s testimony, when he 
appeared yesterday? 

Mr. Picke.u. Yes, sir. 

Mr. Anpresen. In which he approved the roll-back, and_ the 
regulations issued by the Office of Price Stabilization? 

Mr. Picke.u. Yes, sir. 

Mr. ANDRESEN. Now, as you know, there is a provision that the 
packer may slaughter up to 90 percent, that would be the quota of his 
slaughter for last year. 

Mr. Picke.u. Yes, sir. 

Mr. AnpresEeN. Now, I may be wrong, but you are right close to 
the big market. Do the members of your organization market most 
of their livestock in Chicago? 

Mr. Picket. Well, no, all over the Corn Belt, but a lot ship to 
Chicago. 

Mr. ANDRESEN. Is that 90 percent quota a restriction on it, or 
does it place a limit on what the packer can slaughter, and conse- 
quently places a limit on what the feeder can sell to the packer? 

Mr. Picketu. Absolutely. I think it is the most dangerous thing 
ever devised. I think it can bring about a grain shortage in the 
country, and lead the country right to starvation. I think it ought 
to be outlawed and outlawed immediately. 

However, I am getting a little ahead of my story, but that is it. 

I think that is one of the most dangerous things ever put in. 

Mr. AnpreseNn. In other words, that decreases that supply of meat 
that is available through legitimate channels of trade to the consumer? 

Mr. Picketu. That is right. 

Mr. ANpDRESEN. The Secretary also approved of a roll-back? 

Mr. Picket... Yes, sir. 

Mr. AnpresEN. I don’t know whether I am right in my views on 
it or not, but it seems to me that with this limitation on the amount 
that vou can slaughter, coupled with the roll-back, the purpose is to 
force a lot of feeder cattle on the market before August 1, and really 
to flood the market with cattle. 

Mr. Pickxetu. I think that is the result we will get; ves. 

Mr. ANDRESEN. What will really happen to a lot of cattle that come 
on the market that the packers cannot take, because of the limitation 
on his slaughter? Who will buy them? 

Mr. Picke.u. Well, you have exactly the same thing that vou had 
back in 1943 and 1944, when you put the permit system in on the 
marketing of hogs. The result that year was, you know, that from 
121,000,000 pigs raised in 1943, they cut the pig crop in 1944 down 
to 86,000,000, or they were 35,000,000 behind. 

That was the start of the whole shortage of meat which led to the 
black markets, and you are going to get exactly the same result with 
this quota proposition. 

The Cuarrman. Didn’t the same thing happen to sheep, the sheep 
population went down during controls? 
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Mr. Picke.u. Yes; but I don’t think it was quite that same way. 
I don’t think they were prevented from marketing the sheep like they 
were hogs, but they put the permit system in on hogs, and you had 
to get a permit before you could ship, and the result was that they were 
supporting the price at a bracket weight, and your hogs, when they 
went one pound over that bracket weight, you went down $3.50. 

The fellows held them on their farms, and they ate up the corn, 
and it dropped from 465,000,000 to 160,000,000, and the next year 
they had to market brood sows, they had to market everything, they 
cut the pig crop 35,000,000 head. They jumped the slaughter of 
calves from 9,000,000 to 14,000,000 head. The calves could not grow 
up to be steers. We were in the shortage period and the black market. 

Mr. ANDRESEN. What concerns me is this penalty being imposed 
upon the feeder, which is a penalty—— 

Mr. PickELu. Yes, sir. 

Mr. ANDRESEN (continuing). As I see it, and I may be wrong, but 
as I see it, it looks to me as though the feeder, in order to avoid the 
next roli-back, will try to get rid of his cattle. 

Mr. Picke.u. That is right. 

Mr. ANpRESEN. He is limited in the amount he can sell to the 
amount the packer can buy and stay in compliance. 

Mr. Picke.i. There has been a lot come into the market the last 
few weeks, only quarter finished. 

Mr. ANDRESEN. The tendency will be to drive the price down on 
cattle that can be sold on the market. If there is a surplus somebody 
is going to get the cattle at a relatively low price, and it will not be 
the packers. 

Mr. Picket. Well, 1 don’t know just—— 

Mr. ANDRESEN. Well, the packers are on a monthly quota. 

Mr. Picke.u. Yes. 

Mr. ANDRESEN. So if at the end of 3 weeks in a month, if he finds 
that in order to stay in compliance he has purchased all he can under 
his quota, then he has to stop buying. 

Mr. Pickei.i. The fellow who is a regular feeder then, and keeps 
on buying and selling, and buying and selling, he is going to be out of 
luck, and the fellow who stayed out then jumps in and buys the cattle 
at a sacrifice. 

Mr. Anpresen. He will have to sell them at a lower price, probably, 
to another feeder. 

Mr. Prekeuu. Yes. 

Mr. ANDRESEN. So that they can hold them, or somebody will buy 
them and keep them in the yards and feed them, and wait until the 
next month. 

Mr. Picke.u. In the long run, it will simply create a shortage there, 
and you will get exactly the same thing vou had in 1943, 1944, and 
1945. 

Mr. ANpRESEN. Considering the whole picture as we now can see it, 
do you see any encouragement or incentive for people to keep on 
feeding livestock? 

Mr. PickeLu. Oh, heavens, no. I tell you, the confidence of the 
country has been destroved, and it is just simply terrific. That was 
the thing that we tried to tell Mr. DiSalle and Mr. Erickson, that you 
have got to keep the fellows and have them keep confidence in the 
future of feeding, because if you don’t you are going back to a shortage. 
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And we sort of thought there for a while that they were going to try 
to do that. 


Mr. AnpDRESEN. Did you have any information that there would 
not be any roll-back? 

Mr. Pickett. None whatsoever. As Fred Sherer told you this 
morning, we were down here the previous Tuesday, Wednesday, and 
Thursday, and we went home feeling pretty good that they were not 
going to roll these things back, but right at the last they told us there 
was going to be an additional roll-back. We never even dreamed of 
anything of that sort. 

Mr. ANDRESEN. You thought the prices would remain relatively 
the same as of January 27? | 

Mr. Pickety. Yes. We were given the impression that they would 
not be rolled back beyond that, and that our fellows would be given 
a chance to get out before any roll-back came. 

Mr. AnpreseEN. That is all I have. 

The CHarrmMan. May I ask you just one question? 

Mr. Picke.u. Yes. 

The CHAIRMAN. Suppose we were to assume that Mr. DiSalle was 
not going to rescind this order, and certainly there is no indication 
that he intends to rescind it, how do you think he could modify it so 
as to make it more feasible? 

Mr. Picketu. Well, these proposals that I have given here are the 
things which we think must be done, there must be no further roll- 
back, the hog price must be at 85 percent of its natural relationship to 
steer prices, there must be no ceiling on the sheep and lambs, and this, 
[ think that this No. 5 is extremely important there, and that no 
directive must be issued that would prevent farmers from marketing 
any livestock they desire at any time or place they desire, and no 
authorized slaughterer of livestock shall be prohibited from the 
purchase and slaughter of any kind or quantity of livestock he may 
desire at any time he may desire. 

Mr. Poace. That means to eliminate the quota. 

Mr. Picket. Absolutely. 

The CHarrMAN. Before you start your discussion of the five 
propositions which you have submitted, I wonder if you would mind 
standing aside and let us call the Secretary, who is here now. 

Mr. Picketu. I bow to the Secretary any time. 

The CuatrMan. Thank you very much. 


STATEMENT OF CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE (RESUMED); ACCOMPANIED BY ORIS V. WELLS, 
CHIEF OF BUREAU OF AGRICULTURAL ECONOMICS; AND 
G. F. GEISSLER, ADMINISTRATOR OF THE PRODUCTION AND 
MARKETING ADMINISTRATION 


The Cuarrman. Mr. Secretary, we are glad to have you back with 
us, and we are sorry that we have to make such demands on your time, 
but I think you know the subject we are now discussing is of vital 
importance. We appreciate your coming here to assist the committce 
in these hearings. 

Mr. Andresen would like to ask you a question. 

Mr. ANpRESEN. Mr. Secretary, I asked you a question yesterday, 
if you will recollect it, about the purpose and ultimate effect of this 





BEEF CEILING PRICE REGULATIONS 233 


roll-back order, and the limitation on what a slaughterer could acquire 
and slaughter during any one month. 

Secretary BRANNAN. Yes, sir. 

Mr. ANpRESEN. And I stated then I thought the purpose was to 
flood the market with livestock before August 1, particularly with 
feeder cattle, and I wanted to know, to get your opinion as to what 
was going to happen to the cattle that were marketed or brought to 
market in excess of the quotas assigned to the packers. 

Secretary Brannan. Mr. Andresen, I do remember the question, 
and while it is a question more properly to be handled by Mr. Di- 
Salle than by me, I would be very happy to make these comments 
about it: 

First of all, the 90 percent slaughter quota provision is, of course, 
an extremely temporary one. 

We, in the Department of Agriculture, are called upon by Mr. 
DiSalle to provide him with such estimates of stock coming to market 
as we can. We cannot guarantee that those figures are correct, and 
| don’t know of anyone who could guarantee that they were correct. 

Therefore, in order to not be in the position of having given some- 
body a quota in excess of his possible receipts, to the disadvantage 
of an orderly control over the slaughter of animals available for the 
various plants throughout the country, he set his order at a tem- 
porary 90 percent, and as soon as the facts begin to develop, I assume 
he will make adjustments, so that it will be 100 percent, or even 
more than a hundred percent, if the total supply so warrants, and 
by the end of the month there will be an historically allocable fair 
share to each slaughterer. 

The 90 percent is only a temporary administrative expedient, as 
we understand it. 

Mr. ANDRESEN. Was that recommended by the Department of 
Agriculture? 

Secretary Brannan. That was not a matter within our power, 
that was not within our purview and concern, and I do not think 
that we recommended it, nor did we recommend against it, so far as 
I know. It just is a procedure—but I don’t like to duck that sort 
of thing. 

It seems to me, Mr. Andresen, that it is about the only logical 
way you can operate that kind of an order, if you are going to have one. 

Mr. AnprEsEN. Yes; but it places a limitation on the amount of 
meat that goes into the channels of trade. 

Secretary BRANNAN. No; it does not, in any way, shape, or form. 
It is only a temporary thing, which can be adjusted to 100 percent 
at the 20th or 25th, or before the end of the month. 

Again I want to say to you that it is not entirely within my pre- 
rogative to explain it in detail, but it seems to me really to be a very 
simple administrative device which grows out of the fact that nobody 
knows precisely how many animals are going to move to market in 
any one month. 

And to give the impression that the effect of the order, or the 
intent of the order, is to limit production in any given month to 90 
percent of a historic base, is not quite a proper description of it. 

It is simply a temporary administrative device for the first 20 
days of the month. 

Mr. AnprESEN. It is for the month of May so far. 
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Secretary BRaNnNAN. Yes. 

Mr. Anpresen. And if a slaughterer buys and slaughters more 
than the 90 percent, then he is not in compliance. 

Secretary Brannan. Again I say, this is something that Mike 
DiSalle ought to talk about, but between now and the end of the 
month there will be an adjustment in the light of the known situation, 
That is my assumption. 

Mr. AnpreseN. I always had an idea that if you reduced the 
quantity of a product that goes into the channels of trade, that you 
would reduce the supply of the finished product that the people can 
get. 

I am not an economist, you understand, but if vou feed only 90 
percent of the livestock into the market, as against a 100 percent or 125 
percent, it is going to shorten the supply that goes to the consumers 
and raise the prices. 

Now, am I wrong in my thinking? 

Secretary Brannan. No; you are exactly right in your thinking, 
but the 90 percent is just a temporary administrative device, and it 
is not a limitation on marketings in any way, shape, or form, according 
to my understanding of it. 

Mr. ANDRESEN. Let us get down to that. As I see this order, this 
market will be flooded by feeder cattle, whether they are finished or 
not, before August 1, and unless they change their quota, or remove 
the quota, why, there will be a limitation on the amount of cattle 
that can be sold. 

Secretary BRANNAN. Yes. 

Mr. Anpresen. And if they remain unsold and in the market, 
that will force the price downward, and it will mean larger losses to 
him. 

Secretary Brannan. Well, I would assume if there are larger 
marketings, say 100 percent of the base period—whenever it is, and 
1 don’t actually know when it is—that there would be an adjustment 
in the percentages to the slaughterer accordingly. In other words, 
in any one month, if the total volume is greater than the expected 
volume, then the adjustments will be made as equitably as possible 
between all the slaughterers on the historic basis. 

Mr. ANpresEN. But your Department has nothing to say about 
that adjustment? That is up to Mr. DiSalle? 

Secretary BRANNAN. We have nothing to say about the adjustment, 
but we do supply the figures from which the adjustment will be made, 
and we are going on the very reasonable and fair assumption that as 
soon as he sees the figures, a change in the estimate which we have 
given him, he will adjust his percentages accordingly. 

Just to point out the other side of the coin for a moment, what if 
if we gave a hundred percent of what we said was coming to the market, 
and only 90 percent of what we said was coming to the market came. 
There would be the opportunity then for somebody to jump ahead and 
buy more and get an inequitable advantage over some other slaugh- 
terer. 

It is strictly an administrative device. 

Mr. ANprRESEN. There are plenty of cattle in the country, and it 
seems to me they should not have any limitation on the amount that 
could be slaughtered, if you want to bring the prices down. 

Secretary Brannan. Mr. Andresen, I perfectly agree that every- 
thing offered to the market ought to be slaughtered, but this is an 
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allocation order to maintain some equitable relationship between the 
existing slaughterers, as an administrative measure. That is all it is. 

I think the total and sole answer to the whole problem which you 
lay out here is that if you look at it as an administrative device and a 
very flexible device, rather than a limitation upon marketings, you will 
not have trouble with the problem. 

Mr. ANpRESEN. | am afraid that I must say that I look upon it as 
an administrative device to shorten the supply for the consumers, and 
to raise the price to the consumers. 

The CuairMAN. Will the gentleman yield? 

Mr. ANDRESEN. Yes, sir. 

The CHairMAN. Isn’t that 90 percent quota an order predicated on 
the idea of a shortage in the beef supply? 

Secretary Brannan. No, sir; so far as I understand, it is predicated 
upon the fact that no human bei ‘ing, including the very able people in 
the Department of Agriculture, can tell you at the beginning of a 
month how many animals will move to market during that month. 
But they will be able to tell you a lot better by the 20th or 25th, and 
at that time the adjustments are made. 

The CHAIRMAN. Suppose you wanted a normal supply to go to the 
consumer, wouldn’t it be more reasonable to fix it at 100 percent or 
over of the amount slaughtered, so that you would be sure to get 100 
percent? If you want to put it at 90 percent, you get 10 percent less, 
and if you were to put it down to 25 percent less, or 75 percent, you 
would get 25 percent less. 

If you are trying to give the consumer more beef, or the same amount 
of beef, I cannot see why Mr. DiSalle brings in this matter of only a 
quota of the amount. 

Secretary BRANNAN. Well, if he puts it at a percentage figure above 
what is going to move to the market, then there is no justific ation for 
the allocations order at all. 

The CuHarrMan. Is there any justification for it anyway, except to 
limit the supply going to the consumer? 

Secretary BRANNAN. No; I do not construe it as such at all. I 
construe it as an administrative device, but whether or not there is a 
justification for an allocation order goes to the basic purpose of the 
law. The law says that he should allocate and gives him the authority 
to do so. 

The CHAIRMAN. Suppose we admit it is an administrative device, 
what is the purpose of the device? The purpose of the device ob- 
viously is to limit the supply of meat to the consumer. 

Secretary BRANNAN. No; the purpose of the device is to allocate 
equitably among all of the slaughterers the available supply. 

The CHairmMan. All right. Now, if that additional 10 percent is 
going to be allocated to new slaughterers, and I have one or two of 
them in my district who are just coming into the slaughter business, 
and they want a quota. Now, if he will take that 10 percent and 
give it to newcomers, I might see that we would end up with a normal 
supply of beef to the market, but if he is not going to allocate that 
10 percent to those now just becoming engaged in the slaughter 
business, then it seems to me that you are naturally going to be a short 
supply on the consumer’s table. 

Secretary BRANNAN. Mr, Chairman, of course, I don’t know what 
Mr. DiSalle is going to do, but new slaughterers—— 

84040—51 16 
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The CuarrMan. Maybe we should not go into all these details with 
you, because after all, as you say, you are not the person-who is charged 
with the responsibility of stabilizing prices and stabilizing the economy. 

But there is one thing I do want to talk with you about, and that is 
your conferences and collaborations with Mr. DiSalle and _ his 
associates. 

These cattlemen have testified, one after another, that although 
they had an industry advisory committee, they never had a real 
opportunity to offer advice, and such advice as was offered was not 
heeded, and little consideration was given to it. They have also 
taken the position that Mr. DiSalle never called upon them for facts 
and figures similar to the facts and figures which they have had an 
opportunity to submit to our committee. 

Now, if Mr. DiSalle has an advisory committee, and ignores their 
advice, and if he has the experts of the Department of Agriculture 
and ignores their advice, I think it would be helpful to this committee 
to know just what is what, and I would like to ask you—I did ask you 
this question when you were here before, but your answer was not 
altogether responsive—my question is this: 

After he asked you for your advice, and the advice of your associates, 
did he take that advice? 

Secretary Brannan. Well, Mr. Chairman, I am not prepared to 
say that he followed precisely every piece of advice that we gave him. 
As a matter of fact, it does not seem to me that that is the way it is 
intended to work. The responsibilities are with him. He will be 
held accountable if the order is not effective, and he will be given 
credit if it is effective. 

What he gets from us is all of the technical information and advice 
we can give him, and we gave it to him. 

The CuHarrMan. I assume that you made available to him all of the 
statistics and records in the Bureau of Agricultural Economics? 

Secretary BRANNAN. We certainly did. ie 

The CuarrmMan. You gave him certain other information that he 
called for? 

Secretary BRANNAN. That is right. 

The CHarrman. Now, did he call for an expression of your epinion, 
and did he give you an opportunity to either recommend or not to 
recommend the issuance of these three orders, or did he just advise 
with you about it? 

Secretary BRANNAN. He advised with us about it. 

The CuarrMan. In other words, you gave him all of the informa- 
tion you had available? 

Secretary BRANNAN. Yes, sir. 

The CHarrman. And after he advised with you, he took such 
action as he deemed appropriate? 

Secretary BRANNAN. That is right, sir. 

Mr. Hoeven. Will the gentleman yield? 

The CuarrMan. Yes; just for one question. 

Mr. Horven. Were you consulted about the roll-back order? 

Secretary BRANNAN. We were told that it was coming; yes. 

Mr. Hoeven. Well, did you make any recommendation? 

Secretary BRANNAN. I assume that during the discussions we may 
have made recommendations with respect to the roll-back order, 
which are consistent with those we made here. 
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Mr. Horven. You did not recommend the roll-back? 

Secretary Brannan. We were never asked to recommend for or 
against the roll-back. 

Mr. Hoeven. Did you recommend against it? 

Secretary BRANNAN. We were not asked to recommend it. 

Mr. Horven. Regardless of whether you were asked or not, you 
knew what was in the picture? 

Secretary BRANNAN. But remember this, I don’t go around giving 
other people recommendations on things within the scope of their 
own functions, and not mine. 

Mr. Horven. But you are the Secretary of Agriculture. 

Secretary BRANNAN. Yes, sir. 

Mr. Horven. You are supposed to protect the interests of the 
agricultural economy of this country? 

Secretary BRANNAN. Yes, sir. 

Mr. Hoeven. And knowing that this roll-back order was in the 
picture, | am just trying to find out whether or not you recommended 
that the roll-back order be put into force and effect? 

Secretary BRANNAN. We advised Mr. DiSalle that on the basis of 
the available information the prices which prevailed in 1950 would, in 
our opinion, not appreciably, if at all, deter production—that the 1950 
prices were still incentive prices. 

Now, whether he wanted to roll back to the 1950 average or any 
level in 1950 was his decision, not ours. 

Mr. Hoeven. But then, in effect, you did not oppose the roll-back? 

Secretary BRANNAN. We do not oppose the roll-back. 

Mr. Horven. You are in favor of it? 

Secretary Brannan. To the extent that some controls are neces- 
sary in this kind of an emergency situation, it seems to me to be as 
reasonable a use of his power as any that I know of. 

Mr. Hoeven. Then your answer is “‘ Yes,”’ that you are in favor of 
the roll-back? 

Secretary BRANNAN. All right, sir, I can say that. 

Mr. Horr. Mr. Chairman. 

The CHarrMaAn. Mr. Hope. 

Mr. Horr. Thank you. 

What this committee would like to know, I think, is on just what 
information Mr. DiSalle based his order. 

We have tried to procure that information from Mr. DiSalle, and 
in response to questions asked him by the committee and the chair- 
man as to what figures he had used, he replied that he had a news- 
paper clipping, which showed large profits being made by cattle pro- 
ducers, and that clipping was the basis upon which he assumed that 
the cattle producers would take a heavy roil-back, that, plus the fact 
that cattle were 152 percent of parity. 

Well, after he was pressed a little harder, he said that he had other 
figures that he took into consideration, so the committee asked him 
if he would furnish the figures that he took into consideration in de- 
termining the amount of the roll-back and the ceiling prices. 

So he came back then after that and furnished to the committee a 
single sheet of paper which was based upon some data for the year 
1947 taken from a publication of the Bureau of Agricultural Eco- 
nomics, the title of this being “Commercial Family Operated Cattle 
Ranches in the Intermountain Region.”’ 
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That is all he furnished the committee as being the basis for the 
action which he took, so far as the amount of the roll-back and the 
level of prices was concerned. 

Now, we had also asked him about the advisory committee, and 
he said that he has advisory committees, and some members of his 
advisory committees were here this morning, and they testified they 
were never asked any questions, that they were told a few things, but 
were not told that was going to be done or were not given any figures, 
and that they were at no time asked for any information relative to 
the cattle industry. 

Now, we asked Mr. DiSalle if he had consulted with you and the 
men in your department, and he said ‘‘Yes,”’ that he had. 

So we have concluded that in the absence of any other information 
he must have based at least a part of his conclusions upon the informa- 
tion which he got from the Department of Agriculture, and that is 
the reason that we are anxious to find out whether you did advise him 
that these ceilings were proper and that a roll-back was proper, and 
that a roll-back of this kind and to this extent would enable the 
industry to carry out his obligation to furnish meat for the American 
public. | 

It has been pretty difficult to get correct information from you as 
to just what suggestions and advice you gave Mr. DiSalle, but | 
would like to ask you if you knew ahead of the issuance of the order 
whether it was going to contain a roll-back provision. 

Secretary BRANNAN. May I answer the last part of the question 
first? 

Mr. Hope. Yes. 

Secretary BRANNAN. Yes, we knew. Asa matter of fact, everybody 
else in the United States had reason to believe that it was coming, 
because it was forecast in the newspapers for several weeks. We did 
know that a roll-back was contemplated. 

To the earlier part of your question, Mr. Hope, may I just respect- 
fully say that whether there should be a roll-back, or whether there 
should be a ceiling at all, turned on a whole series of factors, many of 
which were not within the jurisdictional knowledge of the Department 
of Agriculture—the relationship to national income, any contemplated 
increases in wages, and the many other factors that went into the 
decision. 

Therefore, we did not at any time give a composite judgment on 
whether there should be a ceiling or a roll-back. That 1s specifically 
by statute Mike DiSalle’s business, and in the determination of it he 
calls upon many sources of information other than strictly agricultural. 

With respect to the agricultural aspect of it, the one thing which we 
thought was most important, and which he asked of us, was whether 
if certain prices that had prevailed were to prevail, would that con- 
stitute a deterrent to production. As we have shown this committee, 
we did not think it would. We do not think that the 1950 prices 
constitute a deterrent to production. 

Now, to the very first part of your statement 1 would simply like 
to say this, that by order of the President, and certainly by the desire 
of everybody in the Department of Agriculture, any information 
which is useful in the decisions which Mr. DiSalle has to make, is now, 
has been, and will continue to be available to him. 
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The data and information which we placed before the committee 
yesterday was at his disposal. If he needed any or all of it, he could 
have it. 

He has economists working for him, and they have this information 
which they can get from our regular reports. Any additional in- 
formation they wanted they called and asked for. 

Now, I am sure that everybody would agree that Mr. DiSalle 
should at no time be required to call the Secretary of Agriculture in, 
and then lay all of the economic factors before him, many of which 
have no basis in agriculture but have a bearing on agriculture, and 
ask us to give him our over-all judgment. That is the job he was 
employed for. 

Mr. Horr. Then do I understand that Mr. DiSalle never at any 
time before this order came out asked you specifically whether you 
thought a roll-back of 19 percent was desirable? 

Secretary BRANNAN. Mr. Hope, I don’t know whether he said, 
“Will 19 percent be a proper order.’’ We understood that he was 
asking for information as to what levels of prices to producers of 
various types of stock would constitute a deterrent to production, and 
we gave him the available information we had on that subject. 

Mr. Hopr. Then, we are to conclude that you gave him the in- 
formation that a roll-back of 19 percent, split up into three different 
parts, would not be a deterrent to production, is that correct? 

Secretary BRANNAN. We said it in another way. We said in 1950 
the beef animal numbers in this country increased by 4.1 million head. 
They did that at a price of around $23 to $24 a head, prevailing in 
that period of time, and that, therefore, a figure somewhere in that 
range would not be a deterrent to production. 

Now, we have also said that, nevertheless, the matter would have 
to be watched very carefully, and we said to this committee that it 
would have to be watched very carefully, and between now and the 
time the second one becomes effective I think a very careful watching 
of the reactions is certainly required. 

Mr. Poace. Will the gentleman yield? 

Mr. Hope. Yes. 

Mr. Poage. I will ask the Secretary right now if the difference in 
a price, even assuming the cost in 1950 was the same as it was in 1951, 
which it obviously is not, for the producer of livestock, the same as 
anybody else, but if you assumed that these differences in cost were 
the same, isn’t there a vast difference in producing to meet a fixed 
price which you know can never go up and in the producing to meet a 
price which the producer has the expectation all the time may advance? 
Don’t more people actually go into business and stay in business and 
produce on the hope that the price is going up rather than to have a 
guaranty that the price is going up? 

You have told us that the 1950 prices were enough to encourage 
people to produce cattle. Isn’t there this vital difference; in 1950 
every man who produced cattle had to hope, and many of them the 
expectation that those prices were going higher? Consequently, he 
started into the business with the hope that if the price level at that 
time was 25 cents that it would be 30 cents when he had something 

‘to sell. Now, you tell us that 25 cents was enough to get production 
because it got production in 1950, when the man thought he might 
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get 30 cents. Now you tell us when he knows he cannot get but 25 
cents that he will be just as anxious to get into the business and will 
be just as diligent to produce with the absolute certainty that he can 
never reach 30 cents, as he was when he had the opportunity an 
hope of reaching 30 cents. 

Secretary BRanNAN. Well, Mr. Poage, the man who increased his 
livestock operations in 1949 did not know that Korea was coming. 
Yet, the cattle industry expanded in 1949, and the first half of 1959. 
and nobody knew that there was going to be an outbreak of some 
type of hostility which would project the prices upward. 

Mr. Poacr. Now, I was raised on a cattle ranch myself, and I have 
lived on ranches and farms quite a bit of my life, up until the time | 
got educated and found out that I could make a living by sitting in 
town under a fan or in an air-conditioned room, and I have done it 
for a long time. I lived where I could make a living from the crops. 
We did not have any information about a war. There was never a 
vear since my father started in business that there never was a year 
he bought up a bunch of yearlings, and there never was a year when 
he put in a cotton crop, that he did not have that hope, that most 
farmers and livestock people have, that the price was going up. | 
don’t know why it is they are such confounded optimists, but ever, 
one of them believed that the price would be up, and I don’t care if 
the price is over the falls right now, if you were to go down to our 
country I believe that you would find that nine-tenths of them believe 
that before the summer is over the price is going to go up. They 
always believe it. That is the reason that we have got farmers and 
cowmen. 

If the people did not believe that kind of thing we would not have 
people to feed the people in Washington and the United States. 
Everybody believes in increased prices. 

if you take away the entire possibility and you say that none of 
those dreams you have dreamed all these years is going to come true, 
and tell them that they are going to have a good year, and that it 
will rain all year and the prices are going to be good, and then you 
go in and you say, ‘“‘We guarantee you that this is not going to hap- 
pen.” Do you think that men will stay in business when you take 
away their hope? Isn’t hope a large factor in the production of 
cattle or any other industry? 

Secretary BRANNAN. Yes, I suppose so. But the man who gets in 
the cattle business, and you were in the cattle business, is counting 
on two things 

Mr. Poaae. Sure, he counts on it raining, and it doesn’t do it, and 
then he counts on the price going up, and it doesn’t do it. But he 
counts on both of them. 

If the men who are in the cattle business today would actually 
figure their rainfall, and actually figure that they are going to have 
as many dry years as they had, there wouldn’t be’a one of them that 
would stay in business. Now, there is not a man who figures that it 
is going to be a dry year. Everyone figures that it is going to rain, 
when they know perfectly well that it is not. The law of average 
gives them so many dry years, but they figure they will get water 
and grass and it is just hard luck to them if they don’t get it. 

Then they figure they are going to have good prices, and if they 
don’t get them, then they place that to hard luck. 
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But because DiSalle says, “I cannot control the rain but I can 
control the price, and I can guarantee you that you will not get a 
fair price for es cattle, so you just go ahead and go in business,” 

J just do not believe that the cattlemen will go ahead and do it. 

Now, I do not know of anybody who will take more risks than 
cattlemen, but [ don’t think they will go into that with that stamped 
out before them, and they know that the price cannot go up. 

I am trying to give you the differentiation between your statement 
that the 1950 price was attractive, when there was all kinds of hope 
that it might go up, and to say that the same price with that hope cut 
off will still get the same results, I don’t know—do you believe that, 
Mr. Brannan? 

Secretary BRANNAN. It is hard to try to remember what we were 
all thinking in early 1950 and 1949, but there were segments of our 
economy in early 1950 that thought things were going down. 

Mr. Poace. That is right. They were up here in the North and 
East, they were in the factories, they were the people who are always 
afraid. They were not the people of the farms and the ranches. 

Secretary BRANNAN. Well, I don’t know whether it includes the 
farmers and the ranchers or not, but if they read the newspapers they 
would at least have seen that there were indications that the economy 
was going to go down a little bit. There was not any forecasting 
of Korea. 

Nevertheless we expanded our herds by 4.1 millions of animals dur- 
ing that year and part of it came in that period of time. The big 
increase in cattle numbers did not come right after Korea broke out. 
As a matter of fact, it had to be started at least 2 to 3 years before 
that, so it was back in that period of time. 

Mr. Poace. That is right, it started, and it is perfectly plain when 
it started, it started in 1947 when ceilings went off the price of meat. 

During 1946, while there were ceilings on the price of meat, nobody 
was making plans for expansion of the livestock industry, but’ when 
ceilings went off in 1947 they began to try to get into business. 

No, Mr. Wells, they did not add a million or two million cattle in 
1947, because you don’t do it that way, because they just began 
making arrangements in 1947 to get into the business, and in 1948 
we began to be in a position to begin to breed some cattle and in 1949, 
and by 1950 we began to get enough so that you could see some 
substantial increase. 

That is the way it has to work. You cannot produce cattle simply 
because I think—if I thought right. now the price of cattle was going 
to double and everybody in the United States thought it was going 
to double, vou cannot double the cattle population in the United 
States in a year or 2 or 3. If we had the assurance that the price of 
cattle would double, vou still could not double the cattle population 
overnight. 

Secretary BRANNAN. Yes, I agree with the last part of that state- 
ment. But I do also want to point out, Mr. Poage, that our animal 
numbers started down in 1945. 

Mr. Poace. That is right. 

Secretary BRANNAN. If you happen to have gotten a copy of the 
statement we presented yesterday, and if you will look at table 2, you 
will find that animal numbers started down in 1945 from 85 million 
to 82 million in 1946, to 81 million in 1947, to 78 million in 1948. That 
was due to a short corn crop more than anything else. 
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In 1949 they began just barely to turn up, and in 1950 they advanced 
a million head, and in 1951, 4 million. 

Mr. Poace. That is right, and it took that long to get them back 
on a productive basis after we got rid of price control. 

Secretary BRANNAN. No; the liquidation was partly as the result 
of a short corn crop, and not the price control thing. 

Mr. Poace. Your short corn crop did not take place until 1948, 
did it? 

Secretary BRANNAN. 1947, effective in 1948. 

Mr. Poage. That is right. 

Secretary BRANNAN. That is when you had a very big liquidation. 

Mr. Poace. You had also been having it for a year or two before 
that. As quick as price controls got to operating, vou found that the 
cattle population began to go down, and when the price controls were 
over—and I will grant you that the short corn crop did keep us from 
coming back as rapidly as otherwise—— 

Secretary BRANNAN. Well, price controls went on in 1942, and in 
that year we had 76 milkon head of cattle; in 1943 we had 81 million 
head; with price control in 1944 we had 85 million head. 

Mr. Poace. But, Mr. Secretary, obviously the planning for that 
increase in the cattle population was made before we had price controls. 
That was made on the strength that the Nation was going to war and 
the cattleman believed very strongly that there would be a great need 
for additional livestock, and he began to bring it up. 

Of course, he runs about 3 years behind and, obviously, he kept 
building up that cattle population for a year or two or-three after he got 
price controls and then you always run behind. That is the point, 
you cannot handle cattle like you can change the cotton crop. 

Secretary BRANNAN. Well, Mr. Poage, there are two factors which 
a cattle feeder counts on, one is the increase in weight of his animal 
between the time he buys it, if he is a feeder, and the time he sells it 
in the market. The second thing is the increase in grade. Sure, he 
hopes for an increase in price, but even without an increase in price he 
can still make money if he gets an efficient increase in weight in rela- 
tionship to his feed supplies, and if he gets an increase in grade of the 
animal, then he has added that much more to his profit. He is just 
betting on more rain and an increase in price. Because, as a matter of 
fact, he has had decreases in price from normal market movements or 
normal market influences that were comparable in proportion to the 
roll-back we have so far sustained. 

Mr. Poacr. Now, let’s get back to the original proposition. | 
have taken so long on the matter that I did not intend to go into in 
detail, but I just want to get it clear in the record. 

Do vou or do you not feel that a given price, we will call it 25 cents, 
with the absolute certainty that the price cannot go above that, is as 
attractive from the standpoint of getting cattle produced as that same 
price with the possibility that the price may go much higher? 

Secretary BRANNAN. Well, of course, that question, if it were broken 
down into its simplest terms is, “Is 25 cents as attractive a price as 30 
cents,” and the answer is that it is not. 

Mr. Poaace. I think that is exactly what it comes to. 

Secretary BRANNAN. Sure, the answer to it is that itis not. TI agree 
to that. And 30 cents is not as attractive as 35 cents. 

Mr. Poace. You have suggested to us that because in 1950 we got 
production at 25 cents with the hope of getting the 30—— 
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Secretary Brannan. I do not agree with that premise, you see, 
because in the early part of 1950, or in 1949, nobody knew that Korea 
was coming. 

Mr. Poags. Of course not, but nobody knew Korea was coming in 
1924 or in 1912, but in all of those years those cowmen have been 
producing cattle with the hope, and on their part the belief, that the 
price W ould go up. 

If you were to go and talk to any of them, I never was a country 
banker, but I have been around some country banks, and I never saw 
a man wanting a loan who did not say, “I feel sure the price is going 
to be higher by the time I have to pay the loan off.” 

It happens every day and every year, and it has been happening 
ever since we have been growing cattle. 

Now, I did not intend to take all of this time, Mr. Hope. 

Mr. Hops. Mr. Secretary, don’t you think there is a particular vice 
in a roll-back? Wouldn’t this thing have been much better if this 
price ceiling had been put on without a roll-back, whenever it was put 
on, if you could have fixed the ‘eiling as of the price at the time the 
order went into effect, wouldn’t that have been much easier to operate 
under than a ceiling which rolls the price back? 

Secretary BRANNAN. Oh, certainly, Mr. Hope, and I would say 
this, too: If it had been possible under all the circumstances to have 
issued an order back in, say, December of last year, I am assuming 
we would have had almost as many complaints, but we would not 
have had to have a roll-back. In other words, it was just a matter of 
timing. 

Mr. Horr. Well, you will agree with me, then, that it would have 
been much better had there been no roll-back? 

Secretary Brannan. Yes, Mr. Hope; I would, but the agreement is 
premised on the same premise that it would be much be ‘tter if we did 
not have to have any order which, of course, goes back to the fact 
that it would be much better if we did not have to have Korea. But 
some of these things are thrust upon us. The basic premise we are 
all confronted with here is some kind of abnormal situation. Abnor- 
mal and disagreeable things affect many segments of the economy, 
and it happens to be that the meat fellow is one of the first on the agri- 
cultural side who happens to be affected. 

The cotton man was affected, and one or two others. 

Mr. Horr. There was no roll-back on cotton. 

Secretary Brannan. There was no roll-back, but farmers did not 
like the freeze order, any more than the cattlemen liked the roll-back 
order. 

Mr. Hope. Of course, a roll-back on cotton would not be anything 
near as serious as a roll-back on meat animals. That is, so far as the 
producer is concerned. 

Secretary Brannan. I think you could get a debate on that from 
some other Members of Congress, but I would not want to take it on. 

Mr. Horr, That may be, but what I am thinking about, so far as 
your producers of meat animals are concerned, a roll-back is bound 
to hit some of the producers. 

Now, it is not only going to affect them so far as paper profits is 
concerned, but it is going to affect them as far as actual cash is con- 
cerned, because it is bound to affect everyone who has bought catile 
at prices higher than prices fixed by the roll-back and that, of course, 
includes a considerable segment of those operating in the industry. 
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Secretary Brannan. Mr. Hope, we openly admit that by the table 
No. 138. 

Mr. Hope. Yes. 

Secretary BRANNAN. We do not try to disguise that at all. Some 
people got hurt and those were the people who got in the business 
after January. 

Mr. ABERNETHY. Will the gentleman yield for one question? 

Mr. Hoptr. Yes. 

Mr. ABERNETHY. That is one of the things that troubles me about 
your statement. On page 12 of your statement you say: 

Feeders who bought stock at the high prices of February through April will be 
lucky to break even under the June ceiling, and many of those who sell under the 
August ceiling will probably lose money. ‘ 

Yet you, as their representative, and their chief representative in 
this Government, recognizing the fact that some of them will lose 
money, you somewhat amaze me by concluding your statement with 
the words, “I believe we should give the price orders a fair chance 
to work.” 

Now, in other words, you have concluded that these fellows who 
are going to lose money ought to just take it. 

Now, I just cannot understand why you did not at least modify 
that conclusion to at least bring some relief to a man who you know 
is going to be hurt by it, more particularly when you are his chief 
representative in this Government. 

Secretary Brannan. Well, Mr. Abernethy, I can only reply by 
saying two things: 

I am not an expert on the order and all of its provisions. I assume 
that there are hardship cases or provisions for hardship situations, 
and I will say that it would be the first order I ever heard of in which 
there was not, so maybe those people can be taken care of. 

But I say the second thing to you, sir, that—— 

Mr. AnernetnHy. So far, after all the discussion that has been had 
of this question for the past 10 days, I have not heard of any relief 
to be given. All I have read in the papers is that everybody is going 
to stand hitched. 

Secretary BRANNAN. Secondly, I just point to the fact that anybody 
who read the newspapers after Mr. DiSalle’s freeze order had reason 
at least to contemplate or study about the possibility that a roll-back 
might have been contemplated. 

Congress itself, you know, very seriously debated and considered 
an out-and-out freeze order as of a period long since past, much 
earlier than the effective price level of the order which Mr. DiSalle 
has issued. 

I just wanted to say that I had one other sentence in there, that 
these people did go into it with their eyes open, even though they 
were on Mike DiSalle’s committee and it was not discussed with 
them, it certainly has been discussed in the newspapers from the very 
beginning of Korea. 

Mr. Auerneruy. If Mr. Hope will let me trespass on his time for 
just one more question or suggestion: You have conceded that some- 
body in the cattle business is going to lose money as a result of this 
order. 

Secretary BRANNAN. Mr. Abernethy, I refer you to table 13, in 
which we tried to compute the dollars and cents losses. 
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Mr. Aperneruy. You have stated, first, that you think it ought 
to be given an opportunity to work. However, you have now added 
to that, and I think properly so, that some relief should be given in 
those particular cases. 

Now, may I ask if you, as the chief officer of the people who are 
going to be hurt by this order, would ask Mr. DiSalle to give relief 
in those particular cases. 

Secretary BRANNAN. Well, if relief is warranted, of course I will 
ask for it. 

Mr. Aspernetuy. If they lose money it will be warranted, will it 
not? 

Secretary BRANNAN. No; it does not follow if they lose money that 
itis warranted. As a matter of fact, they lose money many times. 

Mr. ABERNETHY. But they did not lose it as a result of an all- 
powerful government forcing it on them. 

Secretary Brannan. No; but they lost it as a result of a risk which 
any reasonable man ought to have undertaken with his eyes open. 

Mr. ABernetuy. I know, Mr. Secretary—— 

Secretary BRANNAN. As though they were betting on the horses. 

Mr. Abernetay. | know, Mr. Secretary, but certainly you do not 
subscribe to the theory that the Government has a right to impose 
an order on & man which would cause him to lose money, and it is 
just too bad that it does? 

Secretary BRANNAN. Well, I suppose every roll-back order that 
was ever issued hurt somebody. 

Mr. ABERNETHY. It is wrong if it does. 

Secretary BRANNAN. I imagine every price control order ever issued 
hurt somebody, and | imagine that every draft order ever issued 
hurt somebody. 

Mr. Poacr. Will the gentleman from Mississippi vield? 

Mr. ABERNETHY. Sure, I will yield. 

Secretary BRANNAN. There were hundreds of orders issued since 
Korea which have hurt somebody to the extent of taking thetr life. 

Mr. Aperneruy. But it was not hurt to the extent but what it 
could be remedied. This is one that can be remedied. 

Secretary BRANNAN. Mr. Abernethy, how do we remedy the guy 
that got shot down in Korea? 

Mr. Aperneruy. I don’t think that is a proper comparison. 

Mr. Poagsr. Will the gentleman yield? 

Mr. Aperneruy. I just want to get one point across. 

Secretary BRANNAN. It is an order issued in the same way. 

Mr. Apernetuy. But Uncle Sam did not shoot him. That is the 
difference. The difference is that in this instance Uncle Sam shot his 
own man. That is the difference. 

Mr. Poacr. And the much further difference that presumably, and 
| hope that that boy who was shot was shot for the general welfare, 
for the benefit. of the people of the United States, to protect us all, 
and that most of these orders that we talk about, they were at least 
predicated upon the assumption that we were going to render a bene- 
fit to the public generally, but in this case Uncle Sam took three- 
quarters of a billion dollars out of the cattle growers’ pockets, and he 
did not put it in the public’s pockets, he did not do it for the publie’s 
good, but he gave it to the processors and the packers. Uncle Sam 
created, by law, a loss in the hands of one group of people to keep 
another group from suffering losses. 
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What justification is there for a government deciding in a free 
economy that it shall take money out of your pocket and put it in 
mine? Because they like my looks better? 

Secretary Brannan. They do it every day, especially on March 
15, they take it out of our pockets. 

Mr. Poage. Do you think it is right? 

Secretary BRANNAN. Well, only if it is in the public interest. | 
am in complete agreement with you on that. 

Mr. Poage. This roll-back did not save the housewife one dollar. 
and Mr. DiSalle sat right where you are and admitted it. This roll- 
back, he said, was created to save the packers and the processors an 
distributors from a squeeze to keep another segment of the livestock 
from losing money, to keep them from losing money, he will mak 
these people who are producing cattle lose money. 

Now, since when did Mr. DiSalle get cloaked with the judgment 
to decide who the Government should make lose money and who the 
Government should bless and award with money. 

Secretary Brannan. By the Defense Production Act. I just want 
to point out to you that General Hershey has the power over life and 
death, many, manyfold more than Mike DiSalle has got. 

Mr. PoaGcs. But General Hershey hasn’t any right to draft any 
boy to fight for Swift & Co. He has a right to draft a boy to fight 
for the people of America, but he has no power to go out and force 
him to fight for Charlie Brannan, or Bob Poage, or any other indi- 
vidual or corporation, but in this case Mr. DiSalle took the money 
away from the cattle growers, not for the benefit of the people of the 
United States, but for the benefit of certain packers, and you know, 
and I know that you can name them. You don’t have to be smart 
to know who is getting this money. 

There are three-quarters of a billion dollars involved here, and it 
was taken away from the men who are producing meat, and it was 
given to a group of men who are processing meat. 

Secretary BRANNAN. Well, I was only refreshing my memory on 
one fact while you were speaking, Mr. Poage; and that is, of course, 
that the $750 million you are talking about applies to the several 
roll-backs cumulatively. 

Mr. Poacr. That applies to the June roll-back and no other. 
That applies to the May roll-back, the one on us. 

No; you have really got nearly $800 million in this one. He says 
there is $700 million in August and October. Those are Mr. DiSalle’s 
figures, $700 million in August and October, and there are three- 
quarters of a billion dollars involved this week, Mr. Brannan, right 
now, and it doesn’t go to the consumers of America, either. 

Secretary BRANNAN. Well—— 

Mr. Poace. Do you think it is right to take from the men who are 
making it possible for America to have more beef, to take their 
money and put it in the pockets of people who are doing a good work, 
certainly, but who definitely have an opportunity to protect them- 
selves? All they have to do to protect themselves to keep from being 
hurt is not to buy the beef at too high a price. and they have shown 
us now again, and I go back to my childhood again, but I have learned 
a long time ago that those boys are pretty good at not buying your 
cattle if they don’t want them. All in the world they have to do to 
keep from getting hurt today is not to buy the cattle at too high a 
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price. All they had to do to keep from getting hurt last week was 
to just exercise their own self-restraint. 

That is not true of the man who bought cattle in March, trying to 
feed out and put weight on them; there is no way he can help himself. 

Secretary BRANNAN. Sure there is. He could have bought other 
kinds of animals than the ones he bought. 

Mr. Poace. He could have, but a man who bought cattle in March, 
not knowing there was going to be a roll-back; now he is faced with 
a roll-back; of course, he could have gone out of the cattle business. 
and had he done so the meat would not have been provided. It is 
the man who produces the meat that feeds America. He is the 
fellow who feeds the country. And, if you take this money away 
from.people who are producing to give it to somebody who is pro- 
cessing, in the long run I figure you will get a lot less meat for the 
American people. 

Secretary Brannan. Well, as I said in the opening part of my 
statement, which I hope you will find time to read—the tables; you 
don’t need to read my statement—we said that here were the facts, 
all of the facts that we could produce on the subject. Some con- 
clusions were reasonably clear. There wes the opportunity for 
variance as to other conclusions. 

Now, I am not here to argue against vour conclusions, and again 
I point out to you, Mr. Chairman, that the peculiar mechanics of 
the order and its general application is not my responsibility. 

What we have tried to do is to lay before this committee the only 
set of fact which has vet been brought to public attention on the sub- 
ject, and they do lead to some conclusions, and to that extent we are 
trving to make them clear to you. 

Mr. Poaace. But it is your responsibility, if I correctly appraise the 
situation, it is your responsibility to see that a course is followed in 
America that will result in the production of all of the meat and the 
food and the fiber that America needs, insofar as it is within the possi- 
bility of American farms to produce it. 

Secretary Brannan. And, Mr. Poage, I again say to vou on the 
historical basis of the order, so far as we understand it, its applications 
will not interfere with that, but we also say to vou that it will have to 
be watched to see what its future applications may be. 

Mr. Poaar. You have made that statement two or three times here, 
but you also admit you recognize full well that the hope of a greater 
reward will be a greater inducement than the assurance you cannot get 
a greater reward. 

Secretary Brannan. That isright. [have also pointed out that the 
increase in animal numbers is a long process, and the breeding of 
animals this year in expectation of price 2 or 3 years from now w ould 
not be the primary incentive, because that fellow probably would not 
even market the animal, to begin with. 

Mr. Bevcner. Mr. Chairman, may I be heard? 

Mr. Poacr. Mr. Hope has the witness. 

But may I again interrupt and have the privilege of presenting to 
the committee some of our distinguished guests. We have some repre- 
sentatives of the Netherlands who are here with us, who are here to 
observe, I presume, both our agric ultural processes, and I trust our 
democratic processes, in the method of considering how we should 
proceed. 
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I believe, Mr. Hull, that you are conducting these gentlemen 
around, and I wonder if you would introduce them to the committee. 

Mr. Hutu. Yes. 

(At this point, the chairman recognized the presence of, and intro- 
duced to the committee, a delegation from the Netherlands composed 
of Dr. A. Vondeling, A. W. Biewenga, Prof. J. Horring, and G. P. F. 
Royackers.) 

Mr. Poace. We want you gentlemen to know how glad we are to 
have you with us, and we appreciate the fact that you have seen fit 
to visit our committee, and I think I ought to introduce the Dutch 
blood on the committee that we have. We have Mr. Hoeven here. 
who is a member of this committee. 

Mr. Horyen. I want to say that I am very happy to meet my 
fellow Hollanders. 

Mr. AnpreseN. We also have another distinguished guest, Dr. 
Gillie, a former distinguished member of our committee. 

The Cuarrman. And Mr. Ferguson, a former member of this 
committee. 

Mr. Tuomeson. Will the gentleman yield? 

Mr. Hops. Yes. 

Mr. Tuomeson. Mr. Chairman, the gentleman has been very 
generous, and I have imposed upon him only for the reason that | 
think some questions are very pertinent to get into the record right 
here and now. 

Mr. Secretary, if this price order leads to cuts in production, then 
it will not work, will it? 

Secretary BRANNAN. That is right, Mr. Thompson. 

Mr. THomprson. Now, if you and your organization were to speak 
for the cattle producers, I know your organization well enough to 
know that you have means of contacting them and listening to what 
they say, they more or less run the show through our democratic 
process. 

Now, I understood you to say that you had not been consulted in 
the formation of the order. 

Secretary Brannan. That is correct, Mr. Thompson, because it 
was not our job to furnish all of the information which must have 
gone into the ultimate decision. 

Mr. Tompson. If, in speaking to these cattlemen, if you had con- 
sulted with them, and if every single one of them, and if every feeder 
and every processor that you heard from had told you that this order 
would lead to a cut in production, would you then have recommended 
it? . 

Secretary Brannan. If I was convinced that they were correct, of 
course, we would have pointed that out to Mr. DiSalle and remon- 
strated against it. 

Mr. Tuompson. Because that is what has happened to us; every 
single one of them said that it would lead to a cut in production, a 
falling off. 

Secretary BRANNAN. Yes. 

Mr. TuHompson. And if they are correct—and they are the best 
men in the business and the most expert—then any unbiased listener 
would almost have to believe them, wouldn’t he? 

Secretary Brannan. Mr. Thompson, I certainly think that point 
of view is entitled to full weight and credence. There are, however, 
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some incontrovertible facts on the record as to what has happended, 
and those must also be taken into consideration. 

We have said in the statement that the facts point in the other 
direction. We have also said that the situation must be carefully 
watched. 

| would just like to say, Mr. Thompson, also about being consulted, 
none of the people who got into the market and bid the prices up after 
January 1, 1951, consulted the Department of Agriculture about 
whether they ought to get in it or not either. This is the first time 
they have asked for our judgment, if they are asking for it now, and 
| don’t even assume they are asking for it now. 

Mr. Tuompeson. I think we are trying to find out through what 
process Mr. DiSalle reached the conclusion he reached, and so far 
as we have been able to develop he has reached it without consulting 
with the producers at all. 

I did not intend, Mr. Secretary, to put you or the other depart- 
ment on the spot at all, but merely to see how you would follow 
through with your own line of reasoning. 

There is one other thing, if the generous gentleman from Kansas 
will forgive me for going further, something has been said about the 
tendency of the Congress at one stage of the game to roll prices back. 
The only consideration I ever heard being given by any Member of 
Congress was to a roll-back of all prices across the board, and not a 
selective roll-back of certain ones while others were not touched. 
That is a very different theory, and one not under consideration now. 

Mr. ANpDRESEN. That included wages as well. 

Mr. Tuompson. It was across the board. May I thank the generous 
gentleman from Kansas for the time that he has given me. 

Mr. Poacn. The gentleman from Kansas. 

Mr. Horr. Mr. Secretary, you have mentioned the fact there was 
something in the press about possible roll-backs. I don’t recall that 
I] saw anything in the press about it, but I have no doubt it was there, 
of course. On various occasions, however, I talked to Mr. Erickson, 
who is supposed to be in charge of this part of their activities, and 
to others in his office, and inquired particularly about roll-backs. 

On every occasion I was told that there would be no roll-back beyond 
the January 25 prices. If there was anything in the press on that sub- 
ject, lam sure that it did not go any further than that, because I have 
talked with at least 20 people who conferred with the Office of Price 
Stabilization, and they have all told me the same thing, that they were 
assured that there would be no roll-backs beyond the January 25 
prices. 

I would like to ask if you had any information at any time that 
there would be a roll-back that would go beyond the January 25 price. 

Secretary BRANNAN. None whatsoever, Mr. Chairman. 

Mr. Horr. Well, did you get the same impression that the rest of 
us did, that if there was a roll-back it would go back only to January 
25? 

Secretary Brannan. Mr. Hope, I must say very honestly that I 
did not have any impression that a commitment had been made 
with respect to any date, and the trade journals that did the specu- 
lating about roll-backs in their articles and papers, as I recall them, 
were very general in their whole approach to the subject. 
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Mr. Horr. Well, maybe they were smarter than I and did not 
believe what they heard, but I relied on it, and I sincerely hope 
that I did not mislead my people in the letters that I wrote them. 

I think a good many Members of Congress had that same experi- 
ence based on information given us by OPS. We wrote our con- 
stituents and assured them that there would be no roll-back beyond 
January 25. 

Of course, it is a rather shocking thing that an agency who officially 
made that statement should come along now and go far beyond 
what they promised would be the policy. 

I am just wondering if you had gotten the same information. If 
you had asked the same people I did, I assume they would have 
told you the same thing that they told me. 

None of us have any assurance now, do we, that there will not 
be some further roll-backs beyond the ones that have been an- 
nounced? 

Secretary BRANNAN. Mr. Hope, if you have not elicited that from 
Mr. DiSalle while he was here—if he did not say some such thing 
when he was before one of the other committees of Congress—then 
I think there isn’t anything definite on the subject. 

Mr. Horr. He did not give the committee any assurance, and if 
his assurance were not worth any more than Mr. Erickson’s assur- 
ances it would not make any difference if he had. 

I might say also that members of the advisory committee who 
appeared before the committee this morning—and I say advisory 
committee advisedly, because they did not do any advising—told us 
they were given definite information at the one meeting they had 
that there would not be any roll-backs beyond January 25 prices. 

Would you object to answering this question? What do you think 
about a further roll-back? Would you feel like going along on a 
further roll-back? 

Secretary BRANNAN. Well, Mr. Hope, I would certainly hope there 
would not be any further roll-backs than those announced for certain. 

Mr. Horr. Do you think a further roll-back would interfere with 
production? 

Secretary BRANNAN. Yes; it is entirely possible that we would get 
into the area in which it could interfere with production. 

Mr. Horr. Do I understand you correctly, and have I understood 
you correctly, that you do not believe that the present roll-back will 
result in less production than we would have had, had the roll-back not 
been put into effect? 

Secretary BRANNAN. The roll-backs that are announced so far, ac- 
cording to the figures which we have laid before the committee, still 
bring the prices within what we would call an incentive price to produc- 
tion. 

The CHarrMan. Well, in your testimony yesterday, Mr. Secretary, 
you indicated that while more beef cattle might be slaughtered this 
vear and next, that 2, 3, or 4 vears from now we would have less cattle. 
How do vou explain that? What do you mean by that? 

Secretary BRANNAN. Well, I suppose we should have broken down 
the answer to Mr. Hope’s question into two parts, and have said that 
the level contemplated by the order, at least the two announced levels 
talked about in the order, would not get anybody out of the business 
appreciably of producing animals. 
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The CHArRMAN. He did not ask if it would put anybody out of busi- 
ness, he asked would it reduce the cattle herds of the country and result 
in less beef being made available. I certainly interpreted your testi- 
mony yesterday to mean that 3, 4, or 5 years from now, as you looked 
down the long road, that we were going to have less cattle to slaughter. 

Now, if we are going to have less cattle than your testimony indi- 
cated to me that it was going to result from these orders, and that is 
the way some of the newspapers interpreted it, I know that 

Secretary BRANNAN. Well, that is in effect consistent with what we 
said. We simply point out that if you are going to have more animals, 
breeding stock, three years from now, you are going to have to slaugh- 
ter a little less than the number of animals born in the given period of 
time. That is just simple mathematics. You kill less than are born. 

Now, what we are being confronted with here is whether or not the 
order would result in a killing in excess of the numbers produced. 

That does not mean to say that increased numbers may not be pro- 
duced, because the man who produces the animal initially, the breeder, 
and the man who produces the yearling, can make money, according 
to our figures, under these prices. 

Now, whether or not they will be fattened out to the very prime 
grades, or fattened out to their full extent depends, of course, upon 
whether the feeding lot operation, or the feeder operation is a profitable 
enterprise. 

The CHarrRMAN. Let us see if we can get it clear. Are you saying 
now, then, that you think we will have as many head of cattle but less 
beef? 

Secretary BRANNAN. You see, that is one possibility. I am not 
saying it. I say that is one possibility, because in terms of carcass 
weight you may have more carcass weight if you feed heavy steers 
out, as is indicated by the table, and@ctually have more beef on the 
market from a smaller number of animals. 

The Cuarrman. If you feed them through the feed lot. 

Secretary BRANNAN. If you feed them through the feed lot, that 
is right. 

The CuarrMAN. All right. Now, if a feed lot operator is forced 
out of business—all of the evidence, which from now on will be 
cumulative, and we do have an abundance of evidence indicating that 
the feed lot is going to be forced out of business—if he is forced out of 
business, your opinion is that we will have less beef? 

Secretary BRANNAN. If he is forced out of business we would have 
less beef. I don’t think there is anything indicating he would be 
forced out of business. 

; The CuarrMaNn. Then you have not heard the testimony that we 
lave. 

Secretary BRANNAN. I have been reading the figures. I think some 
of them will get hurt who bid up the heavy steers after January; 
they are going to suffer some losses, but that does not take them out of 
business. 

Mr. Hiuu. Will the gentleman yield? 

The C#arrMAN. Just a second, please. 

Secretary BRANNAN. Because they have got hurt that bad many 


ws and come back. This is a high risk business, the feeding 
yusiness. 
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The CuarrMaAN. But when these people bought the cattle in Janu- 
ary, February, or March, they did it, and they had a perfect right to 
do it, and they did it under the free-enterprise system. 

Secretary Brannan. That is right. 

The Cuarrman. They did it in the honest belief that they would be 
permitted to make a legitimate profit. 

They are now faced with the situation that that legitimate profit 
is going to be turned into a loss. Now, that is the testimony here. 

f that is true, it just looks to me as if we are confiscating the profits 
of people who were acting in the honest belief that such profits would 
not be confiscated. 

If that is the effect of it, it seems to me that all of us should try 
to persuade Mr. DiSalle that he should review the entire matter 
objectively and realistically, and should modify this order, if neces- 
sary, in order to relieve the distress which is now being wrought upon 
the people who went into business in good faith. 

Mr. Hiwi. Mr. Chairman, you had one other cattleman testify 
here, and he gave an outstanding statement. He was from Florida, 
and he gave a statement that they don’t even ship their spring cattle 
at the present time, they couldn’t get an offer right now, and he is 
not a feeder. They produce these calves up to 350 and 400 pounds, 
and they are not even coming in to look at the calves right at this time. 

That is not a feeder, that is the man producing them in the grass 
territory of Florida, and he was on the floor yesterday, and he may be 
here in the audience now. 

Mr. Hope. Mr. Secretary, you say that you don’t think this order 
will result in a decrease in production, and by that do you mean a 
decrease in the number of pounds of meat that goes on the market? 
Is that what you have in mind? 


Secretary Brannan. So far; ie sir. 
e 


Mr. Horr. You mean the orders that have been announced, the 
three roll-back orders that were announced, will have that effect? 

Secretary BRANNAN. Well, two of them we know something about 
because the figures have been given. We don’t know too much about 
the third one. 

Mr. Hope. Well, it is announced that it will be 4% percent, but it 
is not announced as to how it will be applied to the different grades of 
cattle, as I understand it, but it will be 44 percent. 

Secretary BRANNAN. Yes, sir. 

Mr. Hope. But are you or are you not including that in your con- 
clusion that your producers will not be affected, so far as their pro- 
duction is concerned? 

Secretary Brannan. Mr. Hope, I am specifically including the 
first two. Iam not prepared to draw a conclusion as to the final one, 
because not enough is known about it. 

Mr. Hope. You are fearful that the third one may have an effect, 
then, is that your idea? 

Secretary BRANNAN. It is possible that it could have, Mr. Hope. 

Mr. Hoeven. I have just one question, will you yield? 

Mr. Hope. Yes; I will yield. 

Mr. Hoeven. If that is true, Mr. Secretary, how do you explain 
the fact that feeders are bringing their cattle to market two or three 
hundred pounds light at this very time? 
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Secretary BRANNAN. Well, I have got to accept a premise of fact 
which I am not entirely sure is representative of the entire business. 

As a matter of fact, the animals that are coming in are of varying 
weights, and I don’t know whether there are more animals of lighter 
weight coming to market at this particular time or not. 

Mr. Horven. Well, the fact remains if you will check the records 
as to the receipts at the various stock markets in the country, you 
will find that to be true. 

Secretary BRANNAN. I asked specifically to have those figures along 
with us today, and we do have them. 

If you would like, Mr. Chairman, to have them in the record, or 
Mr. Hoeven, we would like to put them in the record. 

Mr. Horven. That is all right. I am seeking information. 

Secretary Brannan. May I ask Mr. Wells to give you those 

ures. 

Ts Horven. Do you want to take the time to present them now 
or do you prefer to put them in the record? 

Mr. Horr. They ought to be in the record, at least, I think. 

Mr. ANDRESEN. We had a statement yesterday from a gentleman 
from Kansas City who said that on Monday a considerable quantity 
of cattle was sold there and came into the market underweight. 

Mr. Weis. Mr. Chairman, we have some tables that are fairly 
complicated which show quite a few heavy cattle coming in, and 
some lighter. It would be better to give you the tables of the last 
3 weeks, if we may do so. 

Mr. Poacr. Suppose you file that next week. 

Mr. We tts. Let us get this week’s data together. 

Mr. Hoeven. Yes; I think we should have the current information. 

Secretary BRANNAN. That is the reason I am reluctant to answer 
the question, because I don’t think we can yet draw any conclusion. 

Mr. Wetts. I think that by Tuesday or Wednesday of next week 
we will have this week’s weights, and then we can make up the table. 

Mr. Hope. Mr. Secretary, on this you have said definitely that you 
do not think the first two orders will reduce the amount of meat 
coming on the market. 

Secretary BRANNAN. Yes. As a matter of fact, we said it may 
increase it for the next 2 years. 

_ Mr. Horr. I was going to ask you as to the possibility of increasing 
it. 

Secretary BRANNAN. It may increase it for the, next 2 or 3 years. 
We did say that, if you will recall. 

Mr. Horr. What reason do you have to think that it might increase? 

Secretary Brannan. If people are apprehensive about the effects 
of the order, and the fact that it might not be equitably distributed 
throughout the entire industry, there may be some earlier liquidations 
of some of the feeder animals. It could happen. 

Mr. Hope. You mean more cattle would come on the market, but 
you don’t know whether that would mean more beef or not, do you? 
It may mean less beef in the long run, may it not, if that situation 
existed, it would mean less pounds of beef, would it not? 

Secretary Brannan. Yes; it could mean less pounds of beef. It 
could actually mean more numbers which, in the aggregate, might be 


more total weight than a lesser number of animals had they been 
fattened out. 
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Mr. Apernetuy. J am not clear just what you gentlemen are saying. 
I understood the Secretary to say that probably for 2 years more meat 
would come on the market. 

a: Hope. I am trying to find out whether it is more cattle or more 
vee. 

The Cuarrman. The ultimate result of that would be the depleting 
of the existing herds, would it not? 

Secretary BRANNAN. That would be the inevitable result. 

The Cuarrman. For the next 2 or 3 years we would deplete the 
herds, and we would feel the effects of it 3 years from now? 

Secretary BRANNAN. That is one of the possibilities. 

The CHarrman. That is what the cattlemen have tried to tell us 
all this week. 

Secretary BRANNAN. We tried to be frank. We did not hide the 
fact that somebody would get hurt. We have not tried to hide the 
fact of the possible actions or results that would occur. 

Mr. ABerRNeETHY. Will you yield for one question? 

Mr. Hope. Yes. 

Mr. AperRNetuy. Now, Mr. Secretary, isn’t that in direct contra- 
vention, and I hope you will not misunderstand me when I say this, 
of your earlier statement to the effect that the incentive is still there 
to produce meat? 

Secretary Brannan. Well, Mr. Abernethy, that does not follow 
completely. 

Mr. Apernetuy. I should think it would follow that, if a man 
because of this situation is going to take his cattle into market much 
fatter over the next 2 years, if he is going to do that, then the incentive 
is going to be to keep his breeding stock on his farm, and if he takes 
in more cattle, of course, there is going to be less breeding stock. 

Secretary Brannan. Well, I guess the only point is that maybe 
some marginal people with marginal resources might want to liquidate 
animals that they might otherwise hold. 

Mr. ABERNETHY. The substance of it is that irrespective of that 
particular point, 3 years from now we will be in worse shape so far 
as meat is concerned, than we are today. 

Secretary BRanNAN. That is not a necessary result. It is a possible 
result. 

Mr. Hors. Let me put the question this way—— 

Secretary Brannan. And it can be rectified in the interim by other 
activities. 

Mr. Hope. Let me put the question this way: 

Do you or do you not think there will be an expansion of the in- 
dustry under this order? 

Secretary Brannan. Based on 1949 and 1950 history, there can be 
an expansion of the industry. 

Mr. Horst. Do you think there will be? 

Secretary BRANNAN. We have tried to say a couple of times that it 
must be watched very carefully. I am not prepared to say that there 
will not be, and I am not prepared to say that there will be, or that it 
will be at the same rate in 1950, which was an exceedingly good rate: 
it may be more or it may be less. 

Mr. Horr. Well, now, you are charged with the duty of the ex- 
panding of our agricultural production, and you have issued a number 
of requests for additional effort on the part of the farmers, and if you 
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were asked to set up a method by which we would increase meat pro- 
duction, would you undertake the method that has been put into 
effect by Mr. DiSalle, or would you use some other method. 

Secretary BRANNAN. Well, Mr. Hope, if we were going to just be 
charged with the simple business of increasing production, without 
any reference to price in the market place, of course, we would have 
put on no order. ; 

But if we were charged with increasing production, and at the same 
time paying attention to the stabilization directive of the Defense 
Production Act, we might have followed in Mr. DiSalle’s footsteps, or 
we might have tried to develop another way of achieving the same 
result. 

Mr. Betcuer. Will the gentleman vield? 

Mr. Hore. Yes. 

Mr. Betcuer. Prior to this order of January 25, the price that the 
packer was paying, and the price that the public was paying for meat, 
and all the way from the top to the bottom, that was set on open com- 
petition, open competitive bidding, was it not, Mr. Secretary? 

Secretary BRANNAN. I am sorry. I missed that. 

Mr. Betcuer. The price of meat from the producer clear through 
to the consumer, prior to this order on January 25, was set on open 
competitive free enterprise bid, is that correct? 

Secretary Brannan. That is right. 

Mr. Betcuer. Then on January 25 there is an order freezing the 
retail price of meat, is that correct? 

Secretary BRANNAN. That is correct. 

Mr. Bevcuer. All right. Now, at that time I think we can 
presume that there was a fair relationship between the various ele- 
ments in the industry, in other words, the feeder, the producer, the 
packer, and the retailer, all the way up and down. 

Secretary BRANNAN. Well, now, if you listen to the packers, you 
cannot assume it, because they said they were in a terrific squeeze 
at that stage. 

Mr. Betcuer. On January 25? 

Secretary Brannan. Yes. They have been getting worse in the 
squeeze since then. 

Mr. Betcuer. Who is squeezing the packers? 

Secretary BRANNAN. They were squeezed between the price of the 
animals for slaughter and the price at which they could sell them in 
the market. 

Mr. Betcuer. Of course, the consumer had the last word on what 
they could sell the meat for. 

Secretary BRANNAN. That is right. 

Mr. Betcuer. Didn’t the packer have the last word at what the 
feeder would have to take for the meat? Wasn’t the price to the 
packer set by open competitive bidding between the packers? 

Secretary BRANNAN. That is right. If you eliminate competition 
between packers 

Mr. Betcuer. Well, now, in America we don’t want to eliminate 
competition between two fellows in the same business, do we? 

Secretary BRANNAN. No; we don’t want to eliminate it at all. 

Mr. Beucuer. If the packer was getting hurt, it was because one 
packer was hurting another? 

Secretary BRANNAN. That is right. 
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Mr. Betcuer. In other words, the packers were limited in their 
price by what the consumer would pay for the meat. When they 
went out to buy from the feeder, the only competitor the packer hia 
was another packer who was operating in the same free market thai 
packer was operating in? 

Secretary BRANNAN. Right, but may I add to that that the Defense 
Production Act charges Mr. DiSalle with the responsibility of seeing 
that these folks got fair margins, whenever he sets out to put a ceiling 
of any kind on. 

Mr. Be.tcuer. You say prior to the order the packer was getting 
squeezed in the open competitive market. The packer was being 
squeezed between the feeder and the consumer. I cannot understan«< 
how the packer—nobody can squeeze him but another packer, isn't 
that right? 

Secretary BraNnNnAN. Well, the law of competition as between 
them all. 

Mr. Bevcuer. In other words, the packer was not forced to pay 
more for his meat at that time by any order or Government regulation 
or anyone else, than he could afford to pay and still make a profit, 
because there was nobody to compete with him except another 
packer, who was in the same boat he wes in. 

Secretary BRANNAN. That is right, and if there is a public interest 
in keeping the present packing facilities in operation, then there is a 
justification for that part of the order. 

Mr. Betcuer. These are preliminary questions. In other words, 
I want to go back and bring it up to now. 

In other words, at that time, the packer, if he was getting hurt at 
all, he was getting hurt by another packer in the free open enterprise 
system and, of course, retail merchants, lawyers, doctors, or anybody 
ae are liable to get hurt by a competitor that is a little more efficient 
than he is, and maybe operates with a little better foresight. 

But now, I think we can assume that in an open competitive market 
on January 25 there was a proper relationship between the producer, 
the feeder, the processor, the retailer and the consumer. 

And then we set up a proceeding on what the meat was to be sold 
for. Now, what I cannot understand is what caused live animals to 
go up after January 25, when the retail price of meat could not go up. 

Secretary Brannan. Well, again, the competition of the packers 
They were squeezing their own margins. 

Mr. Betcuer. The packers went out and just squeezed each other, 
squeezed all the profit out of each other’s operations, is that correct’ 

Secretary BRANNAN. Well, I guess that is part of it. 

Mr. Bretcuer. Nobody else was squeezing them. The Govern- 
ment was not squeezing them. The feeder was not squeezing them. 
The retailer was not squeezing them. He could not force the packer 
to pay any more than the packer paid, could he? 

Secretary BRANNAN. That is right. 

Mr. Betcuer. Now, what has never been explained to me is whiy 
live animals went up after the ceiling was set on the retail price o! 
meat. 

Secretary BRANNAN. It was the competition between the packers, 
I guess. 

Mr. Betcuer. All right. If those packers were foolish enough to 
squeeze the profit out of each other, why should the Government 
step in and take care of the packers to protect them from each other’ 
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Secretary BRANNAN. Well, that is a broad economic question. 
We protect many segments of the economy from each other, and 
don’t forget that in the Defense Production Act, Mr. DiSalle is 
charged with protecting the margins of those packers. 

Mr. Betcuer. I don’t think you can show me in any act passed 
by this Government where it was the intention of the Government to 
protect one merchant from another merchant who is in the same 
boat with him. 

Secretary BRANNAN. Well, it is in the act that any kind of an order 
must be so designed as to protect the margins of the processors. 

Mr. ABERNETHY. Will the gentleman yield? 

Secretary BRANNAN. That 1s in the act. 

Mr. Betcuer. The effect of this order is to protect Swift from 
Armour. 

Secretary BRANNAN. No; not at all. 

Mr. Betcuer. That is all the order ac tually does, all it does is to 
prevent the packers from bidding against each other to the extent to 
which there is no profit left for the packers to operate. 

Secretary Brannan. If that is the effect of it, then all I can say 
is that it is not consistent with the directive of the Defense Production 
Act, which said that reasonable margins must be maintained for the 
processors, and I assume the basis for that provision in the act is 
that there is just a limited supply of distributive facilities, and that 
it would be more serious upon the total economy if you liquidated 
part of the existing packing and distributing facilities. 

If that is not true, then I think you should take another look at 
the order. 

Mr. Betcuer. My understanding of the act is that if you are going 
to put a regulation on, then the regulation must be fair between 
different segments. 

Secretary BRANNAN. That is right, sir. 

Mr. Betcner. But I don’t understand it to mean that when a 
packer is free to operate in an open market, in which the only regula- 
tion is placed on him is the price at which he can sell his meat, that, 
it was the intention of the act for the Government to step in and 
protect one packer from bidding the price up too high on another 
packer. 

Secretary Brannan. And I never said any such thing, and [I 
don’t know anybody who has. 

Mr. Betcner. Is there any other effect of this order, this roll-back, 
except that? 

Secretary Brannan. The immediate effect was to unsqueeze, as 
somebody has used the term, but the order must be looked at in its 
total objective and total provision, and it is my understanding that 
the next roll-back inures entirely to the benefit of the consumer. 

Mr. Bevcuer. I have never been able to understand when you 
put a retail ceiling on the price of meat how you have to go back 
down the line, if you are going back to the breeder of that cattle, 
why don’t vou go back to the fellow who raises the feed, the fellow 
who sold him the land, the fellow that purchases the insurance, and 
everything else, and see that the producer’s prices are in line, if you 
are going to regulate the fair margin all the way up the line. 

Secretary BRANNAN. The parity formula is designed to accomplish 
part of that by maintaining some equality between the costs of 
production and farm prices. 
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Mr. Poace. Will the gentleman from Oklahoma yield? 

Secretary Brannan. Then this begins to operate when you vei 
above the parity level. 

Mr. Poace. Would you then favor a proposal that has just been 
made to this committee, and I think very properly made to the 
committee, that in rewriting the law, if it should be rewritten, that 
we should make a provision not only to assure a generally fair and 
equitable margin of profit over and above all costs to processors, but 
also a generally fair and equitable margin of profit for each species 
of livestock, and each type of crop, over and above all costs be 
allowed to the producer, the feeder, and the processor? 

Secretary BRaNNAN. Well, if you do, Mr. Poage, of course, you 
are going to have to put on a lot more control orders than you have 
got now. 

Mr. PoaGe. That is right. But I am coming to the question, be- 
cause I don’t think it is fair to say that we are going to pass legislation 
here to protect Mr. Swift and Mr. Armour only, because they have 
done an awfully good job of protecting themselves long before | 
came on the scene, and they are still doing it. 

Mr. Hoeven. Will the gentleman yield? 

Mr. Poace. No; just a minute. It seems grossly unfair to say 
that we will protect Swift and Armour, and at the same time that 
we are not going to protect the producer and the feeder of this live- 
stock, or of cotton or corn, wheat, or any other commodity, and all | 
want to know now is, would you favor because you are going to be 
called upon, the Department of Agriculture will be called upon, 
doubtless, for an opinion on this thing—would you favor putting 
that sort of thing in the law, or would you oppose it? 

Secretary Brannan. Mr. Poage, I understand it is in the law. 
That is the parity formula. | 

Mr. PoaGce. No, sir; that is not the parity formula. The parity 
formula, of course, relates to the buying power of prices as compared 
with the base period. When a man gets parity and still finds he is not 
given a fair margin of profit, because certainly there are many in- 
stances in which a man cannot make a profit—— 

Mr. Hoeven. Will the gentleman yield? 

Mr. Betcuer. Will the gentleman yield? 

Secretary BranNAN. Mr. Poage, as you know, parity is supposed 
to represent a fair price. That is what we have always said. I am 
one person who has always been on the high side of the application 
of the parity formula, and I still am. 

Mr. Poace. Then if you feel, Mr. Secretary, that we have now 
taken care that the present law which reads that the President shall 
give due consideration to affording equitable treatment to all producers 
of commodities for which this ceiling is being established, if you feel 
that that covers the entire situation and that that does do just what 
I have suggested, saying there shall be a fair margin wirtten into the 
law, I am saying that in establishing these ceilings that they are so 
established as to result in generally fair and equitable margins of 
profit for each species of livestock and each crop over and above all 
costs, feeding as well as processing. 

If you feel that the present law covers it, would you find any 
objection to simply making it abundantly plain by writing into the 
law the same wording in regard to producers as is now in the law in 
regard to processors? 





BEEF CEILING PRICE REGULATIONS 


Mr. Horven. Will the gentleman yield? 

Mr. Poage. I will as quick as I can get an answer. 

Mr. Horven. It is on this point. 

Mr. Poaae. I want to know if he is in favor of or against it. 

Secretary BRANNAN. Well, now, I am certainly in favor of a fair 
return to producers all the way along the road. 

Mr. Poacer. I understand. 

Secretary BRANNAN. But, Mr. Poage, to ask me to approve a 
specific piece of language that has just come to me through the air 
here in the last 2 minutes, I think is not quite reasonable. 

Mr. Poace. I may well be asking too much. I am trying to find 
out whether—— 

Secretary BRANNAN. I will accept the principle, and I always have. 

Mr. Poace. Then you are willing to tie it down and make it manda- 
tory and not leave it simply that the President shall consider? That 
is What the present law says. The President considers lots of things 
and says lots of things. I am not interested in his consideration of it. 
Now, I am trying to write it to say that the President does not con- 
sider it, but I am writing it to say that the President shall do so, and 
Iam not going to press the point that you will have to answer it, but 
I want to make perfectly clear that what I am asking is that we write 
into the law that it shall be done, not that the President shall consider 
doing it. I have no doubt that he considers a great many things. 

Now I will yield, Mr. Hoeven. 

Mr. Horven. I was going to bring up the very point Mr. Poage 
just mentioned. Cattle feeding certainly is a marginal business, and 
this committee has been trying for the past 10 days to determine 
where the feeder came in on this deal. We have not been able to 
find out what margin is left for the feeder. 

Secretary BRANNAN. Well, it is in the tables I have laid before the 
committee. 

Mr. Horven. Well, it is my contention that somebody has dis- 
obeyed the directive of the Defense Production Act of 1950 because it 
provides that the question of margin shall be considered, and that 
applies both to the feeder and to the processor. 

| think you are mistaken, Mr. Secretary, when you say that the 
directive sets out that the processor should be given the benefit of this 
margin. It does no such thing. It applies just as much to the feeder 
as it does to the processor, and the margin must be considered in each 
individual case, and apparently that has not been done in the case of 
the feeder. 

Secretary BRANNAN. Well, Mr. Hoeven, it has been done so far as 
the great bulk of feeders are concerned. But, as to those people who 
got in after January in heavy steers, it was not. 

If the order is supposed to mean that it is to protect every single 
individual, then I think it is going to be awfully hard to apply to 
begin with. 

Mr. Hoeven. I just wanted to make clear that margins did not 
apply to the processors alone. They apply to both the feeder and the 
processor. 

Secretary BRANNAN. I was being questioned about why the proces- 
sors should be protected, and I answered with respect to processors. 

Mr. Horven. Every witness who has appeared before this com- 
mittee to this very moment, with the exception of Mr. DiSalle and 
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yourself, as I recall it, has indicated and testified to the fact that they, 
was no margin for the feeder under the roll-back order. 

Secretary BRANNAN. Well, all right 

Mr. Hoeven. Yes. 

Secretary BRANNAN (continuing). But remember this, they did 10 
undertake, or certainly cannot undertake, to speak for all types o; 
feeders, and feeders who got in at all in various levels of price in thy 
production cycle over the period of the last 6 months or a year 
Anybody who attempts to take it all in in that kind of an inclusiy; 
statement is not, in my opinion, giving adequate or proper informatio) 
to the committee. 

Mr. Horven. That seems to be a reflection upon the witnesses who 
have appeared here. 

Secretary BRANNAN. I don’t think it does at all, because I don 
think any of them undertook to talk for the whole industry. If they 
did, this table is a reflection on them. 

Mr. Hoeven. As I understand it, most of the witnesses are ap- 
pearing here in behalf of diffeent organizations of cattle feeders. 
They are sent down here for the specific purpose of presenting their 
facts and figures to the committee. Their figures indicate that they 
have sustained a loss. 

The big feeder, the small feeder, the fellow in between, all of them, 
without exception, have said about the same thing. 

Secretary BRANNAN. All right, Mr. Hoeven. Ask the next one who 
comes up if the man who bought a yearling for $26 and intended to 
feed him on the longer period, the 7 or 8 months’ basis, is going to 
lose money. Ask him that question. 

Mr. Hoeven. I appreciate the fact that there are certain instances 
where a feeder will not lose money, but the over-all picture is that he 
is losing money and will continue to lose money in the future. 

Secretary BRANNAN. We have given you in our table 32 situations, 
and in them there are 8 which show a loss in operation out of 32, 
those that got in after January of this year. 

Mr. ANpDRESEN. Will the gentleman yield for a question? 

Secretary Brannan. And the big bulk got into heavy steers. 

Mr. Horven. I will yield to the gentleman from Minnesota. 

Mr. ANpRESEN. Mr. Secretary, in view of your statement that all 
segments of the industry should have fair and equitable treatment, 
the thought occurs to me that when this new law is enacted—and it 
might be a good idea to put in charge of handling the food situation 
someone like you, would you have any objection to that? 

Secretary Brannan. Yes; I would, sir. 

Mr. ANDRESEN. Mr. DiSalle when he was here completely absolved 
og from any responsibility in connection with this order. He said 
1e assumed the whole responsibility, and the President approved 
what he did, and he even absolved his assistant, Erickson, and the 
others; and we had the OPA before this committee repeatedly; we 
took the unanimous action that the Secretary of Agriculture should 
be in charge of food under the OPA; and while you and I may have 
had some disagreements about potatoes or oleomargarine or a few 
little things like that I am inclined to think that when we write the 
bill, if we write the bill, and it comes out on the floor, if you were in 
charge of and responsible for American agriculture, that we certainly 
would have it in pretty good hands if we turned this authority over 
to you. 
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Secretary Brannan. Well, no comment, Mr. Chairman, if I may, 
without threat of contempt. 

The CHarrmMan. Thank you. Mr. Poage. 

Mr. Hore. I would like to ask two or three more questions, and then 
[ will let somebody else go on. 

Mr. Secretary, I believe you said yesterday you assumed that, 
with the increase in wages that was taking place and the buying power 
which was developing, the demand for meat was going to continue to 
increase, particularly on beef. Am I right on that? 

Secretary BRANNAN. Yes; I think that is correct. 

Mr. Horr. And if we are going to meet the demand for meat, we 
are going to have to increase the production? 

Secretary BRANNAN. That is right, sir. 

Mr. Hope. Do you think that under these three roll-backs it will 
be possible to increase production to the extent of meeting the demand 
of the public for beef in the foreseeable future? 

Secretary Brannan. Mr. Hope, I don’t think any program that 
could be devised could increase the production of beef animals and 
beef for the market to the level where it would exceed the demand 
for it at reasonable prices for the foreseeable future, at least for 6 
months to a year or a year and a half. 

I would just like to remind you that two or three countries in the 
world eat over 200 pounds of meat, and in the case of Argentina that 
is practically all beef, for which there is an obvious preference among 
American people. To raise the beef production in this country to 
200 pounds, in my opinion, unless we were to find some wholly new 
devices, is not possible in the foreseeable future, even 10 or 15 vears, 
because that would require tremendous amounts of corn; it would 
require a tremendous expansion in our grasslands and in our economy. 
And, as you know, with the committee’s very able support and assist- 
ance, we have been working very hard to get both of those done but 
not to the extent where we could produce 200 pounds per capita. 

Mr. Horr. Both the production and demand are going to depend 
to a large extent upon prices, are they not? 

Secretary BRANNAN. That is right, sir. 

Mr. Horr. The higher the price the less the demand, presumably, 
and the larger the production; isn’t that correct? 

Secretary BRANNAN. That is right. We could ration a good bulk 
of the people out of the market by just letting prices go on and on and 
on. 

We would have a good bulk of the people out of the beef market 
very soon. 

Mr. Horr. Well, assuming that there would be a place—you 
stimulate the supply and cut down the demand, and you would soon 
get a common meeting point, and you would in that way satisfy the 
demand that existed at that particular price. 

Secretary BRANNAN. Yes, sir; that is certainly theoretically correct. 

Mr. Horr. Well, what we are doing now, we are expecting to get 
the price down to the consumer after these other two orders go into 
effect—that was my understanding—and that will increase the demand 
because it will lower the price as compared to the price of other com- 
modities and as compared with the buying power of the consumer. 

It certainly will not increase production. Do you think that it will 
maintain the production for the time being? Isn’t the inevitable end 
of that going to be rationing by the Government? 
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Secretary BRANNAN. Well, that is a tough question, Mr. Hope. 
What additional measures, if any, are required, I don’t think any bod 
is at this moment prepared to say. Certainly I am not prepared to 
say. 

Mr. Hope. There is that possibility, you think? 

Secretary BRANNAN. Yes; even these slaughter orders are in one 
sense an effort to maintain a pattern of distribution which, after all, 
is the ultimate object of rationing. Anyhow, you get some equality 
of distribution as between consumers. So I certainly could not say 
that you could just brush off the possibility of rationing. I think we 
are a long way from consumer rationing yet. I certainly hope we 
are. 

Mr. Hopr. I believe that is all. 

Mr. PoaGe. Mr. Secretary, | wonder if, before we start on another 
subject, you would give us the figures, and maybe you have referred 
to them in some of this data, some of this data that was given to the 
committee yesterday, but it was not my privilege to be here vester- 
day, on the cost of producing calves. You have made the statement 
a while ago, as I took it down, and I think I got it accurately, you 
said that the man who grows yearlings can, according to your figures, 
make money under present ceiling prices. 

Secretary BRANNAN. Yes. 

Mr. PoaGe. I just wondered what you figured it cost and how you 
figured or how you arrived at your figure for the cost, as to what it 
costs to produce a yearling or calf. We normally sell them at four 
or five hundred pounds, and we don’t call them yearlings. We prefer 
to say that we are selling calves, because they are not a vear old. 

Secretary Brannan. I do, too, but in the tables the word “vear- 
lings” shows up, and that is the reason I have been using it. 

May I refer you to table 13? 

Mr. PoaGr. Table 13? 

Secretary BRANNAN. Yes; and point out quickly that table 13 nee 
not apply to the production of calves but applies to the feeding of 
calves in preparation for the market. 

Mr. PoaGe. Yes; but it happens that for some time there has been 
a considerable question being passed around here on the Hill about 
the cost of actually producing a calf. You will remember that there 
was a meeting of livestock men at which that very question was raised, 
and there were those who discussed just as you have given these figures 
on feed—it is a good deal more easy to give figures on feed than it is 
on calves—and that night those figures were given on feeding, and 
there were a great many people who were not satisfied with that. 

Now, then, that was from the cattleman’s standpoint. They have 
come back here and presented us with many figures. They have pre- 
sented us with figures from a great many places and from a great 
many different breeders who arrived at what they believe to be ‘their 
costs, and those figures seem to me to be—they are not the same, of 
course, obviously, because if you and I had adjoining ranches and it 
rained the same on both of them we would have a different cost—but 
we are trying to arrive at something of a general application and 
trying to determine just how the Department arrives at it. 

This morning a representative of the Texas and Southwestern 
Growers Association presented the figures on what it cost to produce 
a calf on a given ranclf in Texas. He did not name any specific ranch, 
but he said that they were the costs on a particular ranch. 
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He suggested that if anybody felt those figures were in any manner 
jnaccurate, to point out where they were inaccurate. 

What I would like you to do, if Mr. Wells or you have the figures, 
I would like to see what you figure it costs to provide the land, either 
by ownership or lease, just exactly what you figure it costs to provide 
the mother cow, and how much you allocate for the bull. You have 
got to have those things, you know, and you cannot grow calves 
without them. : 

I would like to know just what you figure that it costs for the feed 
and just what death rate you are calculating, and just how much 
medicine you are figuring in there, and veterinarian fees, just what do 
vou figure for the cost of labor, because those cattle don’t grow them- 
selves, somebody has got to attend them. 

Now, I would like to see those things broken down, just as the press 
asked the cattle growers the other night to give us these figures, so I 
would like to see your figures on it. 

] assume from this that you do not have them today. 

Secretary Brannan. No; we do not. 

Mr. Poace. If you don’t, I wonder if you could send us—we are 
going to meet tomorrow morning, and I wonder, Mr. Wells, if you 
could get us, or I should say Mr. Secretary, but I realize that you 
probably depend upon Mr. Wells. 

Secretary Brannan. Thatisall right. We are all working together. 

Mr. Poace. Can you furnish us a breakdown on how you arrive at 
this statement? 

Mr. Wetus. Mr. Poage, we have some figures here on what it costs 
to feed calves 

Mr. Poace. No. I am not interested in what it costs to feed 
calves. I am like the newspaperman was the other night. I want 
to know how you arrived at the statement the Secretary made, and 
I know that it is based upon your figures, Mr. Wells, in which you 
said that a man who grew yearlings can, according to your figures, 
make money on the present ceiling prices. 

Now, ] want to know what you figure that man’s costs were. I 
may be perfectly willing to accept vour figures, but you may tell me 
that he got his land free. You may tell me that it did not cost him 
anything for labor. I know it does. I want to see what those figures 
are. 

Mr. Wetts. We have no immediate available figures on the cost of 
producing range cattle. 

Mr. Poage. Mr. Wells, if you don’t have those figures I don’t 
understand the justification for this statement that according to 
your figures a man could make money growing calves on the present 
ceiling prices. How in the world can you tell me that a man can 
make money growing calves on the present ceiling prices if you don’t 
even know what it costs him to produce the calves? 

Mr. Weis. What we know is what cattlemen have been getting, 
and they have been increasing their cattle herds. 

Mr. Poace. We are willing to accept—we know what he has been 
getting, but I want to know what it has been costing him. 

Now, the cattlemen found that they had difficulty in answering 
that question, and they were held up to scorn and public ridicule 
because they did not answer that question right off the reel. I am 
hot suggesting that you ought to be able to answer it now, but I am 
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saying that if the Secretary makes a statement to the effect that , 
man can make money according to your figures, then I want to see 
the figures. That is all I am saying. 

Now, can you give me those figures tomorrow morning? [| cap 
figure it out here, and I think you lived in New Mexico, and if you 
cannot figure out what it costs to grow a calf , 

Mr. We tts. We can give you figures, but no figures that we woul 
have any confidence in by tomorrow morning. A part of the answer 
depends on the value you place on livestock. 

Mr. Poace. Of course, a part of the answer depends on the value 
placed on livestock, and a part of the answer depends on the value 
placed on land, and it depends on the wages you pay your labor, and 
it depends on the interest you have got to pay. Of course it does. 

But if the Department of Agriculture does not have any idea how 
many acres it takes to run a mother cow on and how many bulls it 
takes for a herd of cows and how much feed it takes to run them 
through; if the Department of Agriculture does not have those kind 
of figures I just don’t believe you are justified in telling us that a man 
can make money under the ceiling prices. 

Mr. We ts. We do have some figures on the cost of feeding calves. 

Mr. Poaage. I know. 

Mr. We tts. Will you let me finish, Mr. Poage? 

Mr. PoaGe. Go ahead. 

Mr. Wetts. We have some figures which indicate that even under 
these ceilings feeders can afford to pay 34 to 36 cents a pound for 
calves. 

Mr. Poace. Mr. Wells, I don’t want to become offensive. I listened 
to that proceeding before the cattlemen and you are trying to answer 
a question which I have not asked you. We have had that question 
answered time and time again. I am not asking you a thing about 
what it costs to produce a Ford car, or how much it costs to dig a well. 
I am just asking you what it costs to grow a calf, and a calf that is not 
feeding, that is a question of what it costs to buy a mother cow, a bull, 
some land, and take care of them. 

It hasn’t anything in the world to do with what it costs to ship a 
calf to Kansas and feed it on grass, and then ship it to lowa for corn. 

I think you understand my question. 

Mr. We ts. Sure. 

Mr. Poace. Then why do you keep giving me figures that I am not 
asking for? I am asking for specific figures, and if you get these we 
will be greatly obliged to you, but if you want to give us figures we did 
not ask for 

Mr. We ts. I am being honest. There are so many different types 
of ranching that I cannot tonight get what I would consider reasonable 
figures. 

Mr. Poace. You yourself were reared on a ranch in New Mexico, 
wren’t you? 

Mr. AsperNetuHy. And he was born in Mississippi. 

Mr. Poaae. Allright. But don’t you have an idea of what it costs 
to produce a calf in New Mexico? 

Mr. We tts. Yes, I have an idea, Mr. Poage, and the largest part 
of that cost is the value of the rancher’s own labor, the value of his 
land, and the value he places on his livestock. 

Mr. Poace. Can you tell us what those are? 
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Mr. Wetts. Given some time I can put prices on it. 

Mr. Poace. We would like so much to have you do that, we will 
give you that time, and we would like to have those figures. 

Mr. WELLS. All T am thinking about, tomorrow morning, I don’t 
know how I could get these. I would be willing to give you certain 
figures, but I could not get them by tomorrow morning, not any that 
would give you or you would want to use. 

Mr. Poste You understand that if you can just postpone this 
thing until after we get through with the hearings that you will then 
be exactly i in the position of not having given us anything. I am sure 
that you appreciate that fact. 

Mr. Wetts. I will give you what I can tomorrow. 

Mr. Poace. We would be very much obliged. We would like to 
have all. your figures you used as a basis for this statement of the 
Secretary. We want particularly to see on what basis that statement 
is justified, that a man can make money growing those yearlings at the 
ceiling price. 

Mr. Anernetay. Will you yield? I suggest that it is getting late, 
and everybody is somewhat tired, and I suggest that we adjourn and 
come back in the morning. 

Mr. Taompson. Mr. Chairman. 

Mr. Poacre. Wait just a moment. The committee has not ad- 
journed. 

Are there further questions of the Secretary? 

Mr. ANpREsEN. There is one thing I wanted to clear up: on the orig- 
inal question that I asked you when we began this afternoon. 

Now, you referred to it, to the possibilities of changing the quota 
of the amount of livestock that could be slaughtered, which presumably 
can be done. Now, you are not called upon to pass on that question, 
as | understand it. 

Secretary BRANNAN. We supplied the figures for it. 

Mr. ANpREsSEN. Now, if there is a flood of unfinished feeder cattle 
in the market now in the next 60 days that is beyond the quota that 
the slaughterers can take over, where would the extra cattle go that 
come on the market? Who would buy them? 

Secretary BRANNAN. They would go to the existing slaughter 
plants. The quota would be 105, if there were 105 percent of what we 
originally estimated would be marketed in that month. 

Mr. ANDRESEN. But I am assuming it stays at 90 percent. 

Secretary BRANNAN. That is a wrong assumption, because that is 
only an administrative initial order. 

Mr. ANpRESEN. Am I, then, to understand that if a packer buys 
and slaughters more than his quota, that he is not out of compliance? 

Secretary Brannan. Now, this is a subject which DiSalle should 
discuss with you, and whether he is or is not, depends upon many 
circumstances and conditions. I will just have to ask you to ask Mike 
DiSalle that question. 

Mr. ANpRESEN. I understand if a packer violated the quota as 
fixed by Mr. DiSalle that heis out of compliance and subject to penalties. 

Secretary BRANNAN. I would assume that to be correct, if he 
slaughtered 95 percent when the order was still standing at 90. 

Mr. ANDRESEN. He would be limited on what he could buy during 
the month and could not buy in excess of the quota? 

Secretary BRANNAN. No; because that figure would be adjusted as 
rapidly as the supply became known. 
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Mr. ANDRESEN. Well, that is not very clear to me. I will have to 
see Mr. DiSalle on that. 

The CuarrmMan. Mr. Secretary, I want to thank you again for 
coming before the committee and giving us the benefit of such informa. 
tion as you have provided, and I want to say, of course, that this 
committee realizes that you are not responsible for having issued the 
order, and you are not responsible for its operation or its effect. We 
did feel, however, that since you are the chief agricultural officer of 
the country, not only the committee, but the public, would like to 
know your views concerning a matter that is very vital to all the people 
of the country. 

1 would like to ask if you and your associates would review the 
recommendations of the Corn Belt Livestock Feeder’s Association 
which has been presented today. The recommendations have not 
vet been discussed, but they are in a prepared statement which will 
be made available to you, and to Mr. Wells, to look over. 

Frankly, I don’t believe there is any possibility that Mr. DiSalle 
will rescind this order, but I think the evidence will certainly justify 
a review by him with the idea of possible modifications or alterations 
in the order. If it is a fact that these men are going to be put out of 
business, and if it is a fact that we are going to decrease our cattle popu- 
lation and impair the meat supply, then it is vital to all the housewives 
and consumers of the country, as well as the producers. 

Of course, we would have reason to believe that Mr. DiSalle would 
pay some attention to the advice of the advisory committee and cer- 
tainly would heed the advice of the Department of Agriculture. As 
to what extent you and your sources have influenced him in making 
this decision is still an uncertain factor in this whole nicture. But | 
do, and I think the other members of the committee do, realize that 
you are not charged with the primary responsibility. So if you will 
review not only these recommendations, but these hearings, and with 
the information which has been presented to us and now available to 
you, consider the advisability of making a recommendation to Mr. 
DiSalle relative to some of the distressing situations which have been 
presented to us. 

How that can be done, I don’t know. 

Secretary BRANNAN. I assure you that we do have the entire situa- 
tion under careful observation all the time. We will be happy to 
come back and suggest to the committee, or certainly to suggest to 
Mr. DiSalle, such changes as we think are warranted by the develop- 
ments. 

The CHarrkMan. It just occurred to me, and I don’t know enough 
about the cattle business to know whether it would operate, but if he 
can modify the order to eliminate from its operation any person who 
went into the business in good faith subject to now, or anyone who 
acquired feeder cattle subsequent to January, that would certainly 
relieve some of the distressing situations that have been presented to 
us. Even your own testimony indicates some of these feeders are 
going to be hurt. 

Secretary BRANNAN. That is right. 

The Cuarrman. If they are going to be hurt, I don’t think we can 
justify the passage of a Federal law that is going to hurt anybody 
unduly, because I don’t think it would do exact equity to all the 
citizens in the country, but we owe it to the large segments to protect 
them against the ill effects of any law that might be passed. 
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With that I wish to thank you very much for coming. 

Mr. Horr. Could I address a question to Mr. Wells before he 
leaves? 

The CHAIRMAN. Yes, sir. 

Mr. Horr. Mr. Wells, the little sheet I made reference to earlier 
in the afternoon as having been submitted by Mr. DiSalle as the basis 
for the roll-back figures seems to be based upon a publication of the 
Bureau of Agricultural Economics, entitled ‘(Commercial Family 
Operated Cattle Ranches in the Intermountain Region.” 

I don’t know when it was issued, but it was based upon 1947 figures. 
I wonder if you could furnish the committee with a copy of that. 

Mr. We ts. I have a copy. I believe the figures have been tenta- 
tively brought up to 1950. 

Mr. Horr. The document has figures up to 1950, or is it just 1947? 

Mr. We ts. I say, I know that the figures have been tentatively 
worked up through 1950, but they are not in the document. 

Mr. Poage. Do you have extra copies which you can furnish to 
members of the committee? 

Mr. We ts. Yes, sir; I will be very glad to furnish them tomorrow 
morning. 

Mr. Horr. Could you furnish the committee with copies? And 
especially with the figures up to date. 

Mr. We tts. I think I can bring them to date. 

Mr. Horr. Do you have similar figures for other cattle-producing 
areas? 

Mr. We ts. I don’t think I do. 

The CHarrMAN. There is one question I would like to ask Mr. Wells. 

Mr. Wells, we have been told that the margins of ‘the profits of 
the packers and processors would not permit them to remain in 
business on a profitable basis. Do you have any figures in your 
office or in your Department with regard to the margin of profits that 
the handlers and processors and packers of meat cattle? 

Mr. We ts. Specifically with regard to business concerns, packers 
and retailers, no, Mr. Chairman. 

The CuHarrMAN. Did your department supply Mr. DiSalle’s 
Office with any facts or figures regarding this phase of this matter 
which seem to say that the processors, handlers, and packer sseemed 
to be in bad shape? 

Mr. Wetts. | think the answer is, ““No.”’ The only figures we 
have are included in two tables in here which are calculations relating 
to the average price received by producers, and the average price for 
meat at retail, and-—— 

Mr. CuarrMan. You don’t know how it is broken down? 

Mr. Wetus. No. We did not have before us the figures of the 
packers claiming to lose money. 

The CHarrMaNn. Thank you very much, Mr. Secretary and Mr. 
Wells. 

We will now recall Mr. Pickell, and after Mr. Pickell has com- 
pleted, we will hear from our former Congressman Ferguson, of 
Oklahoma, for such statements as he desires to make, and it will 
then be the purpose of this committee to adjourn after Mr. Fergu- 
son’s testimony, until tomorrow morning at 10 o’clock, at which time 
we will resume. the hearing and hear such other witnesses as may 
desire to be heard. 

84040—51——18 
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Secretary BRANNAN. We are excused? 

The CHarrmMan. Yes, thank you very much, Mr. Secretary. 

Mr. Poace. Mr. Wells will be back in the morning, will he not? 

Mr. We ts. I can, if you want me to be. 

Mr. Poace. I would like somebody to explain these figures to us, 
because I want to see about this cost of growing calves. That is 
the thing I am particularly interested in, and I want to follow it up. 

Mr. We ts. | will bring you the best I can get. 

Mr. Poacer. Good. 

The CHarrMan. Will you be back at 10 o’clock tomorrow morning? 

Mr. We tts. Yes, I will try to be. 

The Cuarrman. All right, Mr. Pickell. 


STATEMENT OF MARK W. PICKELL—Resumed 


The Chairman. I was sorry to have interrupted your testimony, 
Mr. Pickell. : 

Mr. Picke.u. I just want to take about 4 minutes. The boys 
from Nebraska here have the most statement of the cost of feeding 
cattle that has ever been compiled in the United States. It is simply 
tremendous. They will present it to you tomorrow, and the facts 
and figures are there, and I will defy Mr. Brannan or anybody else 
to tear them to pieces, and it shows conclusively just what the feeders 
are up against, they are going to take losses. 

Had the feeders done as Secretary Brannan suggested, and stopped 
buying cattle when Mr. DiSalle’s statement came out in January, 
vou would have had one of the worst meat shortages along in the late 
fall of this year that you ever had in history, which would inevitably 
have resulted in a continuous and increasing shortage. 

I would just like to say, though, you are talking about rationing, 
and the corn crop is made in July, that is the month that makes or 
breaks it, and if nature should step in this year and reduce that corn 
crop very drastically, and you have a ceiling such as they propose. 
gentlemen, you are just going to have to face near starvation in this 
country; by the time a rationing machine is built and put into opera- 
tion you could have consumed so much of the total supply that you 
would have an absolute scarcity between the end of this harvest and 
the beginning of the 1952 crop. 

So I wish you would read, I know you fellows are just simply 
swamped with things to do, but if you were to read the discussion of 
page 1, the first discussion on the necessity of permitting that price to 
rise above parity in case of a shortage, I think it is a situation which 
has not been brought up, and I am telling you frankly I think it is 
one of the most dangerous situations that you can possibly have con- 
fronting the Nation. 

That is all I am going to say. I would like to discuss this, but | 
have to get a train. 

The CHarrMAN. You will file the prepared statement for the record? 

Mr. Picket. It is filed. 

The CuarrmMan. Do you want to include the statement of the 
Nebraska people? 

Mr. Pickett. They will present it tomorrow, and Mr. Watson, the 
president of the Corn Belt Livestock Feeders Association will be here. 

Unfortunately, a couple of the boys from Illinois had to go home, 
but these figures in here, gentlemen, are the facts concerning the cost 
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of beef production, and these fellows do face a tremendous loss, even 
with the May 20 level, and if it goes back to the August and the 
October deal, God help us, that is all that I can say. 

I thank you very much. 

The CuarrMan. I believe Mr. Simpson would like to ask you a 
question or two. 

Mr. Stmpson. I know you are trying to get your train. I just 
want to say to you on the amendments you mentioned prior to your 
relinquishing the chair for Mr. Brannan, that that amendment will 
have to be brought to the attention of the entire membership of the 
Banking and Currency Committee next week. 

Mr. Picxe.u. That will be brought to the attention of the Banking 
and Currency Committee. 

The CuarrMan. Thank you very much, Mr. Pickell. 

Now, we will be very glad to hear from a former colleague of ours, 
a distinguished former member of Congress and also a former member 
of the House Committee on Agriculture, Mr. Phil C. Ferguson of 
Woodward, Okla. 


STATEMENT OF PHIL C. FERGUSON, WOODWARD, OKLA. 


Mr. Fercuson. Mr. Chairman and members of the committee: 

I am going to cut my prepared statement very brief, although I 
want to put it in the record, as well as some things that will be of 
interest to the committee. They are notarized statements from seven 
ranchers of what the cost of their cows are. We figure these cows 
from the last summer value on the cows, not this summer, which is 
before any inflation, if there is inflation in cattle, had any part in 
figuring the value of the cows when we attempted to figure the value 
of what a‘calf cost. 

The Cuarrman. Let me ask you, do those figures show that under 
these orders these cattlemen cannot operate profitably? 

Mr. Frereuson. The figures show that the average cost is about 
$35 a hundred on the anticipated weight of the cows this fall. That 
will be the cost of producing good quality cows. Some men figure 
$30, some figure $39, but when it averages out, the big man produces 
for less, and the little man’s costs go up as much as $5 or $6 a hundred. 

The CuatrMan. The average would be around $35? 

Mr. Ferauson. Around $35. 

Mr. Hitz. Without any profit? 

Mr. Frereuson. That is without any profit or any payment for 
the man’s time. 

Mr. Hope. The ceiling would be 28; is that right? 

Mr. Ferauson. The ceiling on a calf cannot be accurately deter- 
mined, because the ceilings are figured back from cattle that are 
slaughtered by the packers, but with the ceiling in view when the 
feeder buys it, I would say that cows would bring about 30 or 32 cents, 
good quality. I mean good quality in cows. That is not just run- 
of-the-mine cows. 

Mr. Hops. You mean the feeder will pay that for them? 

Mr. Frerauson. That is right. That is all he could possibly pay, 
because it costs him,’ by Mr. DiSalle’s own figures, where he figures 
70 cents a day that must be charged for feeding cattle, the cost of 
putting on a pound on an animal is about 35 cents. 
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The Cuarrman. In other words, you put on about 2 pounds a day 
in the feed lot and it costs 70 cents a day? 

Mr. Fercuson. That would make it. 

The CuatrMan. 75 cents. 

Mr. Fereuson. That is right. 

There is just one other statement I would like to make. 

I have been in the cattle business individually since 1926. My 
father was before me, from 1890 on, and we sold literally hundreds of 
thousands of cattle to the packers. 

I would say that this distribution order No. 1, which established 
quotas and this order No. 23, that is, Regulation No. 23, which asks 
the packer.to figure back from his monthly kill and establishes a 
ceiling price, are written to give the packer a definite advantage. He 
can come on the market and say, ‘‘Weil, my quota is,”’ or “My figures 
are so-and-so, I cannot possibly buy your cattle, even though they 
are Commercial or are Good in that grade, I will have to buy them 
down a grade.” 

If vou get any runs of grass cattle, which I am.principally interested 
in, I will have to market 4,000 grass cattle in August, September, and 
October; vou cannot keep them when a steer is ripe—he has to be 
picked just like a tomato or a peach—this idea that the public has 
that cattlemen can disappear with the cattle is absurd—if he is fat, 
he has to go to market, and when you send him up there vou have 
either to sell him to the packer or take him back home; you cannot 
haul cattle around on sightseeing trips. 

So I would say in all my experience—and as I say, I have been in 
this cattle business 25 years on my own, and my father was before 
me—TI never knew the packer to buy a steer, that made any money. 

So this song he sang for Mr. DiSalle, he has sung it so long that 
he is expert at it. 

Mr. Horr. How do you account for the fact that these packers 
have been paying more than these cattle are worth, according to all 
of the testimony we have had here? 

Mr. Frerevuson. He is just like the carnival man who makes up 
on peanuts what he loses on popcorn. If he makes enough on hogs 
or sheep, or something else, or on hides, or something to take care 
of that loss he will sometimes buy cattle at a loss, ‘but his whole 
operation shows a profit 

Mr. Horr. Do you think that is the reason that you have had this 
high cattle market here since last December? The packers say now 
they are in a squeeze because they have been paying too much. 

Mr. Fereuson. They always say that they pay too much. They 
buy a drove of cattle from you on Monday, and you come back with 
some on Thursday and you say, ‘How did the cattle dress?” 

“Oh, they did not dress near as good as I thought they would.” 

“How did you get by with them when you shipped them back 
East to the wholesale market?” 

They lost money, but next week you come back and they buy 
your same cattle again. 

Mr. Hope. You do not think there has been any squeeze, then; 
is that it? 

Mr. Ferauson. Well, not near as tough a squeeze as they sold 
Mr. DiSalle. I do net think there was any question about it, but 
these orders were written for the packers and by the packers to 
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protect the packers. And I think everybody realizes that. And the 
producers did not have any friend in court when they were written. 

I just make this one conclusion: If we have to live under the 
January freeze—and we are living under this impossible set of orders 
now, which is going to absolutely disrupt the trade and is disrupting 
it, but if we have to admit, which I do not think we should, and if 
we admit that the Department of Agriculture can grade this—that 
the graders can grade these cattle, if we admit that they can, and | 
am not sure that they cansthen an order should be written fixing the 
price of wholesale beef. 

If it is all grade and all Government-inspected, why are all of these 
other orders necessary? Why is the quota necessary? Why should 
the packer have to figure back his live price? If you can fix a wholesale 
price on a Government grade finished commodity? And they say 
they are going to attempt it and are going to require it and requiring 
it now. 

The CuarrMan. Your whole idea, then, is that if the Government 
would do that the packer would not continue to pay too much for his 
cattle? 

Mr. Fercuson. He certainly would not. 

The CuHarrMAN. And it would not then be necessary to fix it at the 
farm level? 

Mr. Frerauson. Absolutely not. And it would leave a little play 
in the trade. If one packer was more efficient or succeeded in getting 
a better contract, this quota thing—if a packer has a contract—and he 
did not buy as many cattle as he should last year, he cannot fill it. 

Here is a plant and the people that know how to operate it, and the 
machinery and everything stands idle because of a Government quota 
order imposed on the packers, which anticipated a lot of trouble, or 
they would not have put those quotas on—those quotas are just pure 
anticipation of rationing—they would not have dreamed them up if 
they had not thought they would have to have rationing. 

The CHarrMAN. And are all predicated on the idea of a scarcity— 
I say, that order is predicated on the idea that there will be a scarcity? 

Mr. Frerauson. Absolutely. Why else would they devise such a 
fool order as that distribution order if they did not think they were 
going to run into immediate trouble? It is an admission that they 
are going to get short runs, that they are not going to get the cattle 
into the normal channels of trade, and all of those things that they 
are anticipating. 

The CuarrmMan. In other words, the 90-percent quota will certainly 
slow down the marketing of beef cattle; that is the very purpose of it? 

Mr. Ferauson. And hurt the producer, because it gives the packer 
a blackjack whereby he can say, ‘‘I am sorry, I have killed all of the 
cattle | can this morning.” 

Mr. Horr. What do you think the effect will be if they take the 
quotas—you say they are put on in anticipation of trouble—do you 
think that that trouble is imaginary? 

Mr. Frercuson. It would be absolutely imaginary, and I predicate 
my recommendation if the Government can grade this beef, and they 
are undertaking to do it in this order No. 24 

The CuarrMan. They are doing that anyway. 

Mr. Fercuson. It is already here. All of this discussion is beside 
the point; we are living under these things right now. They are not 
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something that is coming in the future. Every one of these regula- 
tions is in effect. And they are grading this beef. Here is a product 
finished that the Government says is either Commercial, Good. 
Choice, or Utility—whatever they grade that quarter of beef. Why 
do they need all of these other regulations if they put their stamp on 
it and say this is a certain product, which they are doing? Then give 
this retailer a little play, and it would give the packer a little play, if 
there was no requirement that he figure back. 

In Mr. DiSalle’s statement, he says that he makes no seasona! 
allowances and virtually admits that with this live price having to be 
figured back under this Order No. 23, that a packer will just steal! 
the grass cattle in order to be able to pay more for the feed cattle, 
and make his whole picture come out according to the books. 
Virtually he admits under this Order No. 23 that the packer will be 
licensed to steal the grass cattle, which furnish about 50 percent of 
the beef. He is given an invitation to do so. 

They make a great deal of point of the man who has bought catt|: 
in January, and that he should be all right. I want to give this onc 
example, and that is all I want to say. 

I bought 500 steers at the January level, and I did a good job of 
buying them. If I was not pretty good at this business I would not 
still be in it. It is a pretty technical business. I gave $30 a hundre« 
for them. That made them cost $240. I spent $30 on them after 
I got them home in February, with hay and cake and some little 
grain. My pasture bill is fixed; I mean, I am buying pasture this 
summer in the Blue Stem pasture. That costs $25. I will have a 
$10 transportation bill in the cattle. And I will have a $10 interest 
bill. That makes those cattle stand $315. 


I have handled these cattle before and I will get about 250 pounds 
normal gain. That means to break even on those cattle I have to 
get 30 cents under this first ruling. They bring $27.30. 

Mr. Hope. You are figuring on their grading Good? 


Mr. Fereuson. No; Commercial. That is another thing. These 
grass cattle, they never grade them ‘‘Good,”’ especially the Brahman 
type. It grades Commercial. That is under this first one, not the 
second one. That will cost me $15 a head. 

The CuatrMANn. That is a loss. 

Mr. Frerauson. I mean $30 a head loss. That is $3 a hundred, 
and that is $30 a head. I am supposed to be able to take that and 
I guess I can, but the next two roll-backs will be $30 a head. Of 
course, those are actual figures. That is not a dreamed-up case. 

As I say, those cattle were.a good buy. There were cattle pur- 
chased after that of the same type that cost $32 and $33 and $34. 
Those boys are really going to take a rap. 

Mr. Hitt. Here is a question that interests me. Here are these 
folks who talk about the cattle business. You do not only lose on 
how many pounds you put on the steers—you do not lose on the 
250 pounds, but you lose on 250 plus 800 pounds. People that do 
not know anything about feeding cattle do not know that you are 
losing at both ends. 

Mr. Fercuson. Certainly. 

Mr. Hitz. You lost on what you bought and you thought you 
made a smart buy. 

Mr. Fereuson. Yes. 
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Mr. Hitt. You made a very, very poor buy. 

The CuarrMan. He lost on the calf when you took it over. 

Mr. Fercuson. That was inventory. That is the capital levy. 
There is no question about it. We have an inventory just like any 
other business. 

To give you just one more example, I bought the same man’s cows 
and have done so now for 5 years, from Richard King. I bought 
them January for spring delivery. I paid too much for them. I 
knew I was paying too much for them at the time, but to keep my 
‘in,’ I have to buy those cows. I bought those in January and am 
receiving them now. I do not even intend to sell those cattle until 
a year from this fall. That is how far ahead in this business you are 
liable to accumulate an inventory, yet Mr. DiSalle says that every- 
body should be rid of their cattle in 3 months. 

I bought them in January and will keep them 18 months. That 
is my normal procedure, and under the best operation possible I take 
about 28 or 30 cents for them a year from this fall, which was my 
estimate that every one of these deals would wash, actually wash on 
the January level. They would just barely wash, but they would let 
you operate. And then to have them contemplate two future roll- 
backs is absolutely confiscation. 

The CuarrMan. When you said you could wash out on the January 
level, you mean with the first order? 

Mr. Ferauson. That is right. 

The CuarrMan. When you take the other two you are out of 
business? 

Mr. Ferauson. Absolutely. 

The CHarrMAN. Where did you say you got your cattle from? 

Mr. Fereuson. | buy Richard King’s Santa Gertrudis. 

The CHatrMAN. The same type of cattle? 

Mr. Fereuson. It is the same family, but he has his separate 
operation. They are a Brahman type of cattle. They dress Good. 
Their yield, according to Mr. DiSalle, entitles them to dress Good or 
maybe Choice, but a Government grader never does grade them 
Good, because he does not like the shape of them. And so a Brahman 
steer, although the yield is equivalent of a Good or Choice steer, the 
shape is not exactly right. And in this grading business your Gov- 
ernment grader, by just saying, “this is Good,” or ‘this is Commer- 
cial’”’ will make $40 or $50 difference in the value of the steer. Just 
that little bit of judgment—and so help me, you could bring two of 
them and grade the same carcass and there would be a difference of 
opinion. 

The CHarrMan. They tell me if you cut the carcass in half, and 
put one half on one side of the room and put the other half on the 
other side of the room, it will make a difference. 

Mr. Ferauson. It has happened. 

Mr. Horr. With the old or the new graders? About which are 
you talking, the new graders or the old graders? 

Mr. Frereuson. I do not think the new ones will be any better. 
You could not anticipate their being any better. 

I certainly appreciate the chance to present this to the Committee 
on Agriculture. I know that you have never lost a fight on the floor, 


and I know you are not going to lose this one on behalf of the 
cattlemen. 
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The CuarrmMan. We thank you very much for your appearance. 


Your prepared paper, together with the affidavits you have submitted, 
will be made a part of the record. 


(The prepared statement of Mr. Ferguson, together with the 
affidavits submitted, are as follows:) 


STATEMENT OF Puit C. Fercuson, Woopwarp, OKkia., RANCHER BEFORE House 
COMMITTEE ON AGRICULTURE 


THE CATTLE INDUSTRY CANNOT FUNCTION UNDER REGULATIONS 23, 24, AND 
DISTRIBUTION ORDER NO. 1 


I think anybody in testifying before a committee in Congress ought to qualify 
himself as a witness on the subject on which he is testifying. The same is true 
before any Government office such as the Office of Price Stabilization. 

I am a qualified witness on the relationship between the producer of beef cattle 
and the packer. My father, W. M. Ferguson, probably marketed more beef 
eattle with the packer than any man in his day from 1890 on. I, Phil Ferguson, 
and my brothers, W. M. and Dwight Ferguson, have marketed probably 200,000 
cattle since my father’s death. The family has sold well over a million cattle to 
the packers so we know the relationship between the beef producer and the packer. 

I am interested in 4,000 cattle that will go to the packers in August, September, 
and October of this year. Naturally, I follow with a great deal of interest the 
presentation of the cattlemen’s case before the Office of Price Stabilization. I am 
a long-time member of the Texas and Southwestern Livestock Association and 
attended their last convention and listened to their resolutions. 

I have followed in the papers the presentation of the cattlemen’s case before 
the Board of Price Stabilization. We read a great deal about the threat of the 
black market and the threat of wiping out the industry. Of course, we would 
like to have an uncontrolled industry, but when the Administration sees fit to 
impose regulations, then I know the Administration wants to make those regula- 
tions workable and not single out the producer of beef as the goat. 


WE HAVE UNWORKABLE REGULATIONS IN EFFECT NOW 


I have read Regulation 23 governing live cattle and Regulation 24 governing 
the price of wholesale beef sold by the packers. I don’t believe the Office of 
Price Stabilization wants the producer to get even less than the price set in 
Regulation 23, but from my past experience with the packers, Regulation 23 
provides the packers with a club, and a blackjack, and brass ‘‘knucks’’ and every 
other implement to beat the producer over the head when they buy their live cattle 
on the market. 

In Regulation 23, on page 1, I want to read you probably the greatest under- 
statement ever made. This is it: ‘“‘Distribution Regulation 1 of the Office of Price 
Administration is designed to hold demand of each packer for cattle to his fair 
share of the available offerings. This will place some restraint on buying.’”’ This 
statement is referring to quotas which limit a packer to 90 percent of the month 
in the previous year’s kill. I can just see the packers riding out on the market and 
using that club. I can visualize a great number of cattle in Kansas City in 
September and every packer saying, ‘‘We are sorry, we have bought our quota 
for this month,”’ and buying cattle $5 a hundred lower that day, using that as a 
club on the producer. Now, this will not reflect 1 cent reduction in the house- 
wife’s bill. It will be just a gift to the packer. 

I know that the cattlemen have refused to cooperate in any regulations and 
when I read this Regulation 23, I ean see that the cattlemen had no friend in court. 
If they did have, he didn’t have much knowledge of the relationship between the 
packer and the cattle producers. 

Let me quote from another paragraph on page 2, Regulation 23: “‘ No seasonal 
variation is provided directly in the regulation, the only sense of compliance is on 
a total gross basis for each category of eattle.’”’” Now, get this next sentence: ‘‘In 
the fall, high prices for well-finished cattle may be offset by low prices for low 
grades which are relatively plentiful at that time.’’ On the same page is given 4 
chart of the percent of yield of the various grades. t 

Many Texas and Brahma type cattle are graded Commercial. Commercial, 
according to the chart on page 2 of this Regulation 23, are supposed to yield 53, 
Good are to yield 56, and Choice, 59. As far as the yield is concerned, in many 
instances grass cattle yield up to 60—the fat is white—the product is good, but 
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it is only graded Commercial because some Government grader does not like 
the shape of the Brahma type animal at some particular market. 

Now imagine the packer in the fall with seasonably large runs, armed with 
a club of quotas that he has to be careful—that he can’t kill too many cattle. 
Then see what he will bid on the grass beef that comes in to the Kansas City, 
Chicago, or Omaha markets. We are guaranteeing the packers ceiling price in 
Ceiling Price Regulation 24. He is guaranteed a minimum price for his product, 
he does not have to tell the cattleman what his product grades when he buys it. 
He may buy it to grade Commercial and get it graded Good, or a few head of it 
Choice, so you can see the packer is really armed with a double edged sword. 
He can beat the prices down with Regulation 23, and he is guaranteed a minimum 
price for his product in Regulation 24. In my opinion, this Regulation 23 was 
written by the packers and for the packers and will benefit only the packers and 
the producers will be the ‘‘goats,’’ and the consumer will not get 1 cent benefit 
from it. I can’t believe the Office of Price Stabilization wants to single out the 
producer and say, “‘ Not only are we going to fix the price of your cattle at a price 
that you can barely survive and if you don’t lose too much money, you can 
furnish meat next year’’—and at the same time fix a guaranteed price for the 
packers’ profits. 

Now, I know the reason for fixing packer quotas. It is stated in Distribution 
Regulation 1 of the Office of Price Stabilization the purpose is to hold demand 
of each packer of cattle to his fair share of available offerings. Of course, that 
is to insure that every locality and every packing plant gets its share of the 
cattle and the cattle aren’t bundled into one or two markets. If cattle were short, 
that might be a necessary regulation but until there is a proved shortage of cattle, 
that regulation will be disastrous to the prices paid to producers even under 
the ceiling and certainly should not be put into effect. 

As long as the Department of Agriculture and every livestock authority admits 
that the supply of cattle is adequate to meet the demands of the meat-eating 
public in the United States, why should we punish the efficient packer— the 
packer with the contract that needs the cattle, and say to him, ‘“‘You can only 
kill 90 percent of the cattle you killed last vear in the same month.” 

I know that “kill” thing can be affected by the disposition of a packer-buyer 
on the Kansas City market. If one of the packer-buyers is having trouble at 
home, or having trouble with his ulcers, or something else, he might have been 
having that trouble last August and he didn’t buy nearly his capacity for his 
plant. Then, this year he has to do the same thing again and those facilities 
will have to stand virtually idle because of a Government regulation that ac- 
complishes nothing except to give the packers a club to beat the price down below 
the ceilings established— and don’t think they can’t accomplish this when they 
get a few more cattle than they need. 

When they have a club like, ‘‘Why we can’t kill any more cattle,”’ or ‘“We’ll 
have to buy your cattle down a grade even though they’ll dress 59— even though 
they'll grade Good, we’re going to buy them as Commercial because we have to 
cheapen up some of our Good ard Choice cattle we bought a little too high.” 
I can visualize that picture, and I can see how the beef producer of grass cattle, 
and fed cattle too for that matter, can suffer under that quota regulation. If the 
plant is there—the people are there that know how to operate it—the help is 
there—the kill gang is there—everything is ready, the cattle come into the 
market and then they say, ‘‘We have already killed our quota this month—we 
can’t kill any more cattle.’’ That regulation will be disastrous to the producer, 
and I hope and pray that it will never be put into effect. In fact, I cannot see any 
justification for Regulation 23. As long as the packer has his prices fixed with 
Regulation 24, he can’t buy cattle in excess of the price that they’ll butcher out 
and hang up, so why attempt a live ceiling regulation that creates a lot more 
bookkeeping and give the packer a club that he can really punish the producer. 
The ceilings will work in Regulation 24 because the packers simply can’t pay more 
for live beef and sell it under the regulation. I’m telling you and I’m just as 
positive as positive can be—as a man with 30 years experience with the packer, 
that Regulation 23 will keep cattle way down below the ceilings of live cattle and 
the packer will get his guaranteed prices as set up in price Regulation 24. The 
packer will make the profit— the producer will be punished, as I’m going to show 
you ina few minutes. The regulations put the price of cattle down below the cost 
of production and if he gets a big loss on top of that, the producer is going to be 
badly hurt. So I want to urge the Office of Price Stabilization to cancel ceiling 
Price Regulation 23 and quotas on what the packers can kill and try ceiling Price 
Regulation 24 and see if it doesn’t work before we impose a lot more restrictions 
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on the producer of all of the trade—all of the free trade out of the cattle industry. 
Giye the producer a chance to survive. At the same time keep your regulations. 
if you must, that impose a price ceiling to the consumer, but don’t give the packer 
an advantage that will absolutely ruin an industry. 


COST OF PRODUCING GRASS BEEF 


I have pointed out the dangers of ceiling price Regulation 23 and disiributioy 
Order 1—as far as che future is concerned. Now, I want io prove thai the grass. 
beef man can barely survive under price Regulation 24 if no further roll-backs 
are imposed after May 20. 

Ceiling price Regulation 23 establishes a live price for catile. I don’t think 
the catile industry is any different than any other indusiry. We have a cos 
of goods bought, so much expenses and are supposed io make a reasonable profi: 
on converiing feeder calves, stock calves, so-called, into beef. Thai has bee: 
my business all of my life. I read, with a great. deal of interest, as I say, this 
poriion of Mr. DiSalle’s statement jusvifying the roll-back of prices and it goes 
like this: ‘‘Therefore persons who have acquired an inventory of caiile afier 
the January change, did so with a knowledge that conirols of livestock prices 
were to be issued and prices were to be stabilized at the January levels.” 


CATTLE ROUGHT AT JANUARY 1951 LEVELS WILL LOSE MONEY UNDER EXISTIN( 
REGULATIONS 


It so happened, I bought 500 steers at the January level. I think I made a 
very good buy on those cattle. They weighed 800 pounds and cost 30 cents, 
that made the original cost $240. I spent $30 on those caiile after I received 
then in January for hay, cake, and the grain I gave them. We gave them what 
we call a good wintering in Oklahoma. My pasiure bill this summer-is to be 
$25. I will spend $10 on transportaiion of these cattle, and I will spend another 
$10 in interest. Interest is part of the price of cattle; most operators don’t have 
sufficient money io use their own money in financing their operations when they 
handle a great many cattle. So these caitle are going to cost me the Ist of 
October $315 per head. Now remember I bought them when I should have 
been guided by Mr. DiSalle’s statement, so I’m not saying they were a speculative 
deal. They were part of my normal operations. I can anticipate whai these 
cattle will weigh, from past experience and my past operations. These caiile 
will weigh 1,050 in September up to the Ist of October. So for me to get out on 
these cattle, I have to have 30 cenis per pound. 

Under the ceilings, I don’t judge these cattle will grade much higher than 
Commercial, and under the ceilings that are in effect now these cattle will bring 
$27.30 a hundred. So I will stand to lose approximately $30 per head. Under 
future roll-backs that are airily explained as something thai can be absorbed in 
some way by the trade, I will take a loss of another $30 per head. Now thai’s 
quite a rap for someone who is struggling in his own business to do the best job 
he knows how and going by past experience. But according to Regulaiion 23, 
on those 500 steers I am not supposed to mind a $30,000 loss at all. I’m giving 
you the facts. I’m giving you the aciual costs, and I think I’m an above-average 
operator. Every grass beef operator will lose as much or more. In this price 
Regulation 23, Mr. DiSalle admiis that the feed lot only furnishes 30 percent of 
the cattle. He makes a great poini of the fact that most of the feed lots will 
be empiy before the July 29 or August 1 daie, and so the feeders will only suffer 
the first roll-back effect. Bui grass beef will suffer three roll-backs. I know thai 
to roll-back prices soneone always has to be hurt, but I buy my cattle for future 
operations, not as speculations. *I have a plant, I have a ranch in Oklahoma 
and own an interest in a ranch in Kansas, and I have to keep that plant operating 
just as any factory has to keep in operation. 

Now to give you a further example. In January, I made a deal for 600 calves 
that I have received and will receive in May this year. They are costing about 
$180 delivered at my ranch. I bought those calves for, next year. I had to buy 
my merchandise that far in advance. Those calves with an original cost of 
$180 will cost $13.50 in interest for the year and a half, a $3 per head death loss, 
which is only normal to anticipate a 2 percent death loss. A $20 a head pasiure 
bill in Oklahoma for 1951, a $25 winier bill for the winter of 1951 and 1952, 
including the protein that I feed, a $25 summer pasiure bill in 1952, a $10 grain 
bill, because to faiten a 2-year-old steer, you have to feed him a certain amount 
of grain on grass. But a very small amount of grain in comparison to that fed 
in the feed lot. A $10 transportation and marketing bill makes this steer cost 
$286 in the fall of 1952. My past experience with the cattle I have handled 
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before gives me a pretty good assurance that they will weigh 1,000 pounds, 
making him cost $28.50 a hundred in the fall of 1952. 

| have purchased the same number of calves from the same man every year 
for 5 years, but according to Mr. DiSalle I should have stopped my operations 
after the January order. The normal flow of cattle should have been suspended 
in midair. As soon as the price announcement came out of Washington, but you 
can’t do business that way. You have to go ahead and pay the market and your 
normal operation procedure has to go on. Now, we are faced with not one roll- 
back but three. A roll-back from prices established by consumer demand for 
beef. A roll-back on prices paid for cattle that won’t be ready for market for 16 
to 18 months. Such a roll-back is purely a capital levy. 

I want to give vou a little better picture of the production of grass beef. A 
steer cannot be fattened on grass if less than 2 years old, and even to be fattened 
at 2 years he has to be fed a certain amount of grain and cake on the grass.- The 
normal procedure in my operation is to buy a yearling steer calf in January, 
February, or March and to run him that summer on grass, to winter him on cake 
and grass, and give him a certain grain ration with some cake on grass the following 
summer... That is an 18- or 20-month process. 

With a heifer—-you can buy a heifer calf in the fall; winter good on wheat or on 
grass and grain and cake, and summer her and feed her on the grass and she will 
get fat as a yearling. This type of beef furnishes a great proportion of the Com- 
merical and Good beef in the United States. It is not an operation vou can get in 
and out of like a feed lot operation. You have to have your stock of goods quite 
a good time in advance. No business can prosper or function correctly if you 
think that you can get in and out of it when the prices are up or down. You 
simply have to pay the market for your merchandise when the time comes for 
you to replenish your stock. It is not speculative except as far as demand for 
your product is concerned. Now, the demand for beef establishes the prices. A 
cow only has one calf a year, and a 75-percent crop on a cow herd is very good. 
In comparison, we have pork which is relatively cheap because one mother sow 
can cover a farm with pigs in a year. Poultry is cheap. Fish is cheap. The 
people put up the price of beef simply because they wanted beef to eat. It was 
not caused by conspiracy or monopoly. Because the price of retail beef was 
what it was, many, many cattlemen have a stock of goods which under Regulation 
23 is being arbitrarily reduced in value, costing the operator a great deal of his 
capital. 

Now, that is a sad thing tohappento us. We knew that it was going to happen 
to us partially and are willing to go along with Regulation 24 which fixes the retail 
price of beef back to January levels but we do not believe we should be singled 
out as the only industry whose inventory of raw materials cannot be converted 
to a finished product without taking a staggering loss. Had I not had faith in 
my Government, I would have gone to Florida or Mexico and closed the ranch 
down until such time as I could see what the Office of Price Stabilization was 
going to do with my product. But I did not do that. I went ahead with my 
normal operation, buying the same cattle that I always buy, treating them in the 
same manner that I have always treated them, which I think is a very economical 
and sound way to produce beef. Now I am faced with the proposition of arbi- 
trarily having my product singled out to face a reduction because the consumer 
who put the price up there in the first place decides that it is more than he wants 
to pay for a particular product. 

The price would drop from buyer resistance alone, but there are many beef 
eaters and few producers. It would make just as much sense for the consumer 
to say I do not want to pay so much for a sewing machine, radio, television set, 
or any other product that he wants and having the Government say that these 
produets are going to be rolled back—back to the January time when we gave 
timely warning, and 10 percent more, too, if requested. 

My business will stand the roll-back to January prices. I am not arguing 
against the Regulation 24 which fixes the price of wholesale beef. But I am 
arguing against the two future roll-backs and the price on live cattle which gives 
the packers a club which they are going to use on the producer when he tries to 
market his grass cattle in August, September, and October. 

| think I have made a case. I have shown you that even though cattle were 
purchased in line with the January price freeze, still the producer stands to 
lose $30 per head under the first roll-back, which should be enough to punish the 
industry. Let us not take the last pound of flesh with the August | and October 1 
roll-backs as proposed in Regulation 23. 

The Committee on Agriculture should strongly urge the Banking and Cur- 
reney Committee and the Congress to prohibit roll-back of cattle prices below 
the January 1951 level. 
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Exuisit No. 1 
STATEMENT OF Puit FERGUSON ON CosT oF RAISING CALVES 


In addition to running steers, I have a Commercial cow herd of 300 Hereford 
cows. 
Year-round use of 20 acres, $30; land, interest, taxes, at 6 percent____-_ $36. 00 
1 cow, $200, 1 year, 4 percent ; apis! Rup spnem. i) Suc a aa . 00 
3 sacks cake winter _ d 5. 00 
Calf vaccine, death loss . 00 
Depreciation cow_ . 00 
Labor 2 L 5. 00 
Bonus to foreman, 10 percent gross sale____- ee Reis) Aa OO 


Subtotal. __ : os 3. 00 
20 percent added for 80 percent crop- pede os “ 22. 69 


Subtotal 35. 60 


Cost of creep feeding ir in 1950 (1951 cost will be higher) _ SA EES 36. 60 


Totals =. = : : i 2 2. 20 


Estimated weight 500 pounds, October 1. 
This will make the cost of these calves $34.44. 
My calves brought this price, $37 per hundred in fall of 1950. 


Puit Ferauson. 
Subscribed and sworn to before me this 15th day of May 1951. 


[SEAL] TRUMAN Warp, 


Notary Public. 
My commission expires January 14, 1956. 


Exnuisit No. 2 


NORTHWEST OKLAHOMA CATTLEMEN’S ASSOCIATION, INC., 
Woodward, Okla., May 15, 1951. 
To Whom It May Concern: 

I, Hal Cooper, have lived and ranched in this country for 50 years. At the 
present time [ own and lease 20,000 acres of land and graze a great many cattle 
away from home. Under normal conditions, we run about one cow to each 15 
acres. Basing my cost of operations on years of experience and present day 
prices, I believe a fair estimate of raising one calf is as follows: 


15 acres, at $40 per acre, $600 at 6 percent which is an estimated cost of 
owning the land, including interest, taxes, and eee BA - $36. 00 
1 cow, at $250, 5 percent interest____ uae EG . 50 
3 sacks cake, at $85 per ton, $4.25 each _ . : : 45 
Taxes, vaccine, veterinary, and bangs test __. Ee paris 3 . 00 
Depreciation, 10 percent on $250 cow __- Vi Fe : 5. 00 
Labor_- od i a . 00 
Depreciation bull, original cost $700 we . 00 
Cake for bulls 1/20 of $17 auRee j 85 


109. 10 
22. 35 


Sea tcke ere: Senge 45 


These calves will weight approximately 420 pounds each when ready for market, 
which makes these calves cost me approximately $31.30 per hundred, actual cost 
of raising one calf. 

Hau Cooper, Fort Supply, Okla. 
STATE OF OKLAHOMA, 
County of Woodward: 


Subscribed and sworn to before me this 15th day of May 1951. 


[SEAL] LAURIE W. CooMBEs, 


Notary Public. 
My commission expires January 11, 1954. 
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Exuisit No. 3 


Woopwarb, Oxta., May 14, 1951. 


I, R. L. Chenoweth, operate a cow ranch 6 miles south and 3 miles west of 
Woodward, in Woodward County, Okla. 
The cost of raising a calf crop is as follows: 
Cost of owning 2,200 acres of land, at $30 per acre, total invested in land, 
$66,000, on which I have 110 cows, which makes, at 6 percent cost of 
owning land, per cow 
Cake fed; per cow, at $90 per ton......_..._..-.-.--- 22 -- a 
Bundle feed, per cow 
Vaccine and veterinarian charges, per head 
Spraying, 2 each, at 15 cents each time_ 
Labor per head_- 
Cost of each cow $190, interest at 4 me. an 
Cowmepretiation...~ .-- 2 ek. 
Subtotal 
Our calf crop av erages an "85 percent 5 yield, ‘which constitutes a5 percent 
A gt Ra re EAT OT tae PON ae ASE A ie eed mae 
Cost of each calf _- 5 bse 
I anticipate that my calves will weigh around 400 pounds each when they are 
sold. If these calves weigh 400 pounds each, I will have a little over 35 cents 
per pound cost. 


R. L. CHenowetu, Woodward, Okla. 
STtaTE OF OKLAHOMA, 


County of Woodward, ss: 
Subscribed and sworn to before me this 14th day of May, 1951. 


[SEAL] O. L. Gorr, Notary Pubvic. 
My commission expires March 1, 1952 


Exuisit No. 4 


I, Monte H. Reger, the undersigned, have cattle operations 13 miles southwest 
of Woodward, Okla. I own 2,880 acres, which cost $35 per acre, or a total of 
$100,800, which figures $6,048 interest at 6 percent. I lease 800 acres, that costs 
me $1,080 per vear. 

On this lana 1 run 200 head of Aberdeen-Angus cows. During the past winter 
I fed cottonseed cake that cost me $18 per head. I spent $350 for veterinary 
services, vaccine, spraying and other operations. 

The 200 cows, at a cost of $250 per head figures $50,000 and at 6 percent interest, 
figures $3,000. The labor for carrying for these cattle figured $9 per head, for a 
total of $1,800. 

pave Sure a $25 per head depreciation on the 200 head of cattle, for a total 
0 
Listed below are these costs: 
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Of the 200 head of cattle, I expect to receive a calf crop of 150 head. Dividing 
150 head into the total cost of $20,870, makes the calf cost $139. 

I anticipate my calves to weigh, year in and year out, at 400 pounds at weaning 
time. This makes my cost per 100 pounds, $34.75. 
Monte H. ReEcer, 

Woodward, Okla. 
StaTe oF OxLAHOMA 
County of Woodward: 


Subscribed and sworn to before me this 14th day of May 1951. 


[SEAL] Lauriz W. CoomseEs, 
re Notary Public. 
My commission expires January 11, 1954. 


Exuisit No. 5 


I own and operate a cattle ranch 10 miles east of Selman, Okla. The Equity 
Life Insurance Agency, Kansas City, Mo., appraised my 11,000 acres of land at 
$45.08 per acre, or a total investment of $495,880. 

On this ranch I have 836 cows for which I paid $200 each, which represents an 
investment of $167,200 in cows. 


The cost of owning this land, interest, taxes, and the expense of upkeep, 
which I estimate is 6 percent, or a cost per head for the use of the land of_ $33. 33 
Basing my cost on a per head basis, cake fed actual cost was $6,732, or 


Alfalfa, 12 bales, each at $1_________- 

I sprayed these cattle 6 times, at 15 cents each 

VaOetee GI SORUTINOTY CROTEIB 05 455 ds creo delne tdamnulendeud 
Cow depreciation___--._-________- 

Labor and expense___-- __- 

Interest paid on cow, at 4% percent 

Depreciation and replacement value of equipment 


126. 00 
22. 68 


148. 68 


These calves will weigh approximately 380 pounds each when ready for market, 
which makes the cost per pound 39 cents. 
Aside from the above listed expenses I have 25 bulls for which I paid $450 each. 
: Bos Setman, Selman, Okla. 
STATE OF OKLAHOMA, 
County of Woodward: 


Subscribed and sworn to before me this 14th day of May, 1951. 
[SEAL] O. L. Gorr, Notary Public. 
My commission expires March 19, 1952. 


Exutpit No. 6 


ANADARKO, OKLA., May 16, 1951. 
Mr. Puit FerGuson, 
Washington, D. C. 


Dear Mr. Fercuson: With reference to the information requested regarding 
my livestock operations, | own and operate a combination farm and ranch in 
Caddo County, Okla., on which I am running at the present time 206 head of 
good grade Hereford cows. About 50 percent of these cows are of my own raising, 
and 100 head of them were purchased in New Mexico 2 years ago. Iam using six 
head of purebred Hereford bulls on them that cost from $750 to $1,000 per head 
at time of purehase. The land on which these cattle are grazed, the pasture par! 
of it, could be conservatively valued at $50 per acre, and I use approximately ° 
acres per head of cattle. During the late fall and winter months I expect to use 
wheat pasture for grazing purposes. However, due to drought, greenbug, and 
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cutworm infestation this past fall and winter, I did not have any wheat pasture 
and had to buy all the feed used during that time and up until the present writing. 

During the spring season of 1950, May and June, I was offered and could have 
sold these cows at $225 per head. This was within the general price range of 
cows of this quality at that time. I was not interested in selling the cows, as I 
needed them in my farm and ranch operations, but it was a means of establishing 
their market value. 

My feed costs this past fall and winter were somewhat in excess of normal due 
to the lack of any winter pasture, and my actual death loss was nearly double the 
2 percent noted below, due to unusual trouble developing in my herd; but over a 
period of years the 2 percent is about normal, and I am using that figure for this 
purpose. I arrive at the cost of carrying charges as follows on a per-head basis: 


Valine Gere oe Ween Tosi oie a de woe oc seks eee cee $225. 00 
Interest charges per year on investment, 6 percent 5 
Feed: 
240 pounds cottonseed cake at $90 per ton_-_-_~-- -- 
14 bales alfalfa hay at $1 per bale 
Veterinary charges and mineral costs-___-_- - - - - - - Sve cosh | ie ae 
2 percent death loss (average) -. 
Land use (based on general average in area) 
Labor (no management charges included) and taxes__.- 
Depreciation account of age of cow, 10 percent 


94. 30 
Total investment in cow May 14, 1951 319. 30 


I sold my calves this past fall at 35 cents per pound, and using an average weight 
of 400 pounds would amount to $140 per head. The average percent of calves 
marketed from my herd will be approximately 80 percent, and taking off the 20 
percent from the above price would give me a net of $112 per calf, or the amount 
of a year’s income from the cow. Deducting the carrying cost of the cow from the 
calf income, or deducting the calf income from the total investment in the cow 
and then taking off the original value of the cow, either way you want to figure it, 
will leave a net income per cow of $17.70. 

In the above calculations I have not charged any breeding cost, which would be 
material in arriving at operation cost; neither have I added anything for manage- 
ment, at which I spend a good part of my time. With a fair and reasonable 
charge made on those two items, it would reduce the net income per cow to a very 
low figure. 

I trust the above information will be of value to you for the purposes needed. 

Yours very truly, 
E. H. MELLENCAMP. 


Ox.LaHoMA City, Oxuia., May 16, 1951. 

Hon. Poi, FerGuson, 

Care Agricultural Committee, House of Representatives, 
Washington, D. C.: 


Oklahoma Cattlemen’s Association requests you to speak for us before House 
Agriculture Committee. We have members in every county in Oklahoma. 
Eighty-one percent have 50 head or less. Eighty-one percent our members are 
little people operating in majority instances with borrowed capital. Every one of 
them who do-not winter cattle but buy in spring to sell in fall are ruined by the 
roll-back. Just one example that illustrates for several thousand in Oklahoma. 
Marcus Lamar, Konawa, Okla., bought 90 head good-quality thin stockers Febru- 
ary 20 at $36 per hundredweight. It marketed off grass at $29.53. His loss will 
be $50.51 per head. We believe that one man should not have the power to wreck 
the cattle industry. We want no renewal of the present law. If control is neces- 
sary, we want Congress to write the complete formula for such control. Board of 
Directors, Oklahoma Cattlemen, and other interested cattlemen groups want you 
to meet with us Saturday 2 p. m., Biltmore Hotel, Oklahoma City. 


Lyte H. Boren. 


The CHAIRMAN. The committee stands adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 5:10 p. m., the committee adjourned, to reconvene 
at 10 a. m., Saturday, May 19, 1951.) 
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SATURDAY, MAY 19, 1951 


HovusE oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met at 10 a. m., Hon. W. R. Poage presiding. 

Mr. Poagcr. The committee will please come to order. 

Mr. Wells, we asked you to come back yesterday to see if we could 
get some figures on the cost of producing calves. You did not have, 
I believe, any very complete figures on that, and I wondered if you 
had been able to get us anything definite on the cost of calf production 
overnight. 


STATEMENT OF ORIS V. WELLS, CHIEF, BUREAU OF AGRICUL- 
TURAL ECONOMICS, DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Weuts. Mr. Poage, I would like to be perfectly honest and 
say that the Bureau of Agricultural Economics has no adequate or 
what I would consider reliable figures such as I would like to submit 
to this committee, if I submitted figures, on the cost of producing 
calves in the ranch country. 

Mr. Poacr, That has been true all spring; has it? 

Mr. We tts. Yes, sir. 

Mr. Poacr. You have not been in a position to supply the Office 
of Price Stabilization with any adequate or reliable figures on the cost 
of producing calves in the Southwest? 

Mr. We tts. No, sir. : 

Mr. Poager. I think that is all I want to know. 

Mr. Hitt. I might ask this. The agricultural colleges throughout 
the West and Southwest certainly ought to have—I know our college 
must have—experimental plots with farmers who keep records of the 
cost of growing calves. Are you sure you do not have any of that 
information? 

Mr. Wetts. Mr. Hill, there have been a number of ranch studies in 
the country I come from and am interested in myself, but the most of 
those studies either apply to a general ranch operation where you sell 
steers, cows, calves, and mix farming in there, so it is very hard to 
separate the calves out, or the studies are so far back that I would 
hesitate to bring them. The best study I can recall in Texas is a study 
of the Edwards Plateau in 1930. I would hate to supply this com- 
mittee with figures based on a study as far back as that. 

Mr. Srupson. In view of the testimony before this committee and 
in view of the very extensive decrease in production of cattle which is 
soon to come up, with all of the evidence that has been testified to 
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‘here, I want to ask you and the Agriculture Department, as one 
member of the Agriculture Committee, why you don’t review all of 
this testimony and concur in the views which I think are the same as 
the views of most men on this committee, so that your group can ap- 
pear before the Banking and Currency Committee and ask for a 
modification of this order that is going to decrease the production of 
cattle. You do not need to answer, But I just want to call that to 
your attention and ask you at least to call it to the attention of 
your superiors. 

Mr. We ts. Mr. Simpson, may I say your question gets into the 
policy field, which belongs to the Secretary and not to me. I would 
like to call attention to the fact that the Secretary indicated the opera- 
tion of those orders is now being very carefully watched, and I am 
sure he will and we will review the record which this committee has 
created. 

Mr. Simpson. I personally feel the Agriculture Department should 
help sponsor this amendment for the elimination of this section of the 
act before the Banking and Currency Committee, because they are 
the legislative committee to which the legislation is assigned. 

Mr. Hoeven. I would like to supplement what Mr. Simpson said. 
I do hope the Department of Agriculture will review the testimony 
given before this committee. It has been most enlightening and 
factual and informative. 

Mr. DiSalle based his justification for the roll-back order on a cer- 
tain set of statistics gotten out by the Bureau of Agricultural Eco- 
nomics; the Secretary of Agriculture based his support of the DiSalle 
roll-back order on a certain set of statistics prepared in the Depart- 
ment of Agriculture. 

Mr. WE LLs. Yes, sir. 

Mr. Hoeven. On the other hand, we have statistics prepared by 
the producers of livestock at the crossroads, figures and facts taken 
from their daily records, which seem to substantiate the testimony they 
have given before this committee that the roll-back order will not 
work. 

I do think we have at least created a basis here for some thorough 
study of a very vexing problem and out of which certainly should 
come some expression from the Department of Agriculture on whether 
or not a modification should be made of the roll-back order. 

Mr. Poacr. As I understand, Mr. Wells has already said in the 
beginning of his testimony that the Department of Agriculture and the 
Bureau of Agricultural Economics did not have any figures that he 
would consider sufficiently accurate and up to date to justify him in 
using them and backing them up as being accurate cost figures of the 
production of calves. And since he does not have those figures, it 
seems to me it is fair to go on from there and say that you have no 
figures that would indicate that a man can grow calves in the South- 
west and sell them at a profit under the ceiling prices that have been 
established by Mr. DiSalle. Of course, I understand if the man could 
get more than ceiling prices, maybe he could do it profitably, but it is 
fair to say, is it not, that you have no figures that would indicate the 
production of calves, as a practical matter, can be carried on at a 
profitable rate and sell calves at the ceiling prices? 

Mr. We tts. Correct. 
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Mr. Stmpson. Mr. Wells, the chairman (Mr. Poage) has stated the 
facts about the raising of calves. I did not bring the letter with me— 
| left it in my office—but I have some figures, and I can give them to. 
you practically verbatim. A friend of mine whom I have known all 
my life and have lived within two blocks of all my life bought three 
carloads of cattle, and I called him up and asked him to send me some 
figures on cattle he ty 0 last fall and receatly sold. 

He bought 109 head last fall which averaged about $27. He sold 
them just before this order went into effect, and they averaged him 
around $32 or $33. He said he made money. And according to his 
figures, including feed, corn, trucking, and everything that went into 
them, he made a little over $5,000 on a $30,000 investment. 

Mr. Wetts. On how many, sir? 

Mr. Stwpson. A little over 100; I think about 109. Anyway, he 
made a little over $5,000 on a $30,000 total investment, which is about 
16% percent. That does not include anything for taxes; it does not 
include any overhead. That is what he made gross on those cattle 
he bought last fall. 

He said “I am not going back into the cattle market now to buy 
more cattle, because I am afraid to do it, because I have not got 
enough margin, ifany.’’ So that is taking that cattle feeder out of the 
market and taking 200 to 400 pounds of good, rich food out of the pub- 
lic’s mouth, which means an economic loss. And for the average 
Corn Belt cattle feeder, 16-percent gross is not an exorbitant profit; 
it is not an exorbitant profit in any business. And that is a side- 
line with him on that farm, and he is simply going out of the market, 
because he raises corn, raises soybeans, raises hogs, but he is passing 
out of the picture as far as cattle is concerned. And any time you 
take 200 to 400 pounds of corn-fed, rich steak off of a steer, you are 
simply effecting an economic loss for the country, because you can 
put it on faster and put it on easier and simpler, and a piece of corn- 
fed steak is richer than an old grass-fed steak. 

I just wanted to put those figures in the record. 

Mr. Poagr. If there is nothing further, thank you, Mr. Wells. 
We appreciate your coming down. 

Mr. Wetus. Thank you. 

Mr. Horr. I would like to ask one question about the figures Mr. 
DiSalle has furnished the committee as being the basis for his price 
ceilings. You have seen these figures; have you not? 

Mr. We tts. I am not acquainted with that particular sheet. 

Mr. Horr. But you heard them discussed here? 

Mr. We tts. Yes. 

Mr. Horr. And you are familiar with this document entitled 
“Commercial Family-Operated Cattle Ranches, Intermountain -Re- 
gion, 1930-47”—at least, someone has marked table 10 which appar- 
ently is the basis for Mr. DiSalle’s figures. You are familiar with 
that table 10; are you not? 

Mr. Wetts. Yes; I am familiar with that study in general. 

_ Mr. Horr. You have no figures on costs and receipts since 1947, 
if 1 understand you correctly? 

Mr. Weis. We would have nothing but advanced estimates. 
That is one study which could be brought up to date. 

Mr. Hops. And you have no studies in any other cattle-producing 
area in the country except the intermountain area, which shows the 
income per animal unit? 
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Mr. We tts. We have no recent or comprehensive studies similar 
to the intermountain study, which I think is a good one, for other 
areas of the country. 

For the last 10 or 14 years, most of our problems have centered 
around farming in surplus crops. We do this work in cooperation 
with the colleges, and some of them may have made ranch studies. 

Mr. Horr. The intermountain region is a specialized region as far 
as production is concerned. I mean in the sense that it is quite 
different in production from any other section. 

Mr. We tts. That is quite correct. It is a specialized area lying 
in northern Utah, northern Nevada, southeastern Oregon, and 
southern Idaho. It is a type of operation which represents only a 
small part of the total range country. 

Mr. Hope. And, of course, is wholly unrepresentative and even 
more unrepresentative of areas outside of the range country. In 
that area most of the livestock is produced on publicly owned land: 
is it not? 

Mr. We tts. The typical rancher owns some A land, some private 
winter range, and has other winter grazing under Forest Service 
programs. 

Mr. Horr. But the great bulk of the acreage on which cattle is 
grazed is publicly owned; is it not? 

Mr. We tts. Yes, sir. 

Mr. Hope. Now, in the figures Mr. DiSalle furnished the com- 
mittee, he gave figures for 1947 as being net income. I hope in your 
study, whils that figure is carried as “net ranch income,” you will 
ascertain if it is net ranch income before any return on investment is 
figured. 

Mr. Wetts. It also includes return on the rancher’s labor and 
management supervision. 

Mr. Hope. But it is net ranch income before any return on invest- 
ment is considered or before any payment of labor is considered? 

Mr. We ts. Correct. 

Mr. Horr. And actually the net income, after taking into account 
those two items, instead of being $58.91 as indicated by Mr. DiSalle, 
it is $35.70. 

Mr. Wetts. I should think that is correct. 

Mr. Horr. Let me ask your opinion as to whether or not the 
method of projection which seems to have been used by Mr. DiSalle 
in determining receipts and expenses and net income for June, 
August, and October 1951, would be accepted by the Bureau of 
Agricultural Economics as a sound method of procedure. 

Let me ask you first are you familiar with this? 

Mr. We ts. I am not. 

Mr. Horr. Let me read you what Mr. DiSalle said. He says, 
after citing the 1947 figures: 

The changes in the prices received by farmers between 1947 and the effective 
dates of price reductions were applied to these figures in the form of the index 


1910-14 equals 100, to obtain the cash receipts and the value of the increase of 
inventory of live animals for the other dates in the table. 


Those dates are June 1951, August 1951, and October 1951. 


The parity index for April 15, 1951, was compared with the parity index for 1947 
to obtain the change in the cash expense item for the other dates in the table. 
The index of prices received for farm products for April 15, 1951, was compared 
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with the index of prices received for farm products in 1947 to obtain the change 
in value of meat and produce produced and consumed on the farm for the other 
dates in the table. 

Would you consider that a sound method of determining what the 
expenditures and receipts in this same area, on a commercial, family- 
operated cattle ranch in the intermountain region, might be for June, 
August, and October, 1951? 

Mr. Weuus. All I can say there is, as a rough approximation, that 
might be as good as one could do, but I would prefer to see such a 
projection worked out in considerably more detail. 

Mr. Horr. Your Bureau would not accept that as being a figure 
which had any relation to the actual receipts and production costs and 
other cost items in that area; would it? 

Mr. We xs. I say it might be a rough forecast, but we would prefer 
to approach the problem in considerably more detail. 

Mr. Poacr. Thank you, Mr Wells. 

Now I will put into the record certain copies of statements for the 
insertion of which I think permission was given in the meeting yester- 
day. That is it was agreed that copies might be inserted rather than 
the originals, because the originals are retained in the files of another 
committee. 

I have here first an excerpt from a radio address made by Eric 
Johnston, Administrator, Economic Stabilization Agency, on March 9, 
1951, in which he said: 


If these orders went out, I’m sure that all of us who like steak * * * or 
need a new suit or new coat * * * would cheer the announcement. 

You’d cheer if the order didn’t threaten to destroy your business; or threaten 
you with the loss of yourfarm. You might applaud that roll-back if it didn’t wipe 


out your job or cut your wage or salary back so far you couldn’t meet installments 
on your car or the mortgage payments on your home, 

Think about it that way. For that’s what could happen if we arbitrarily shoved 
down the price of meat or suits or anything else to last year’s figures when pro- 
ductions costs—and wages—were lower too. 

Would you want us to do that? Would you want us to tailspin the economy in 
trying to stabilize it? 

You might still cheer a roll-back order such as that if you could really get the 
steak you like or the suit you want. But the chances are you couldn’t. 

They’d disappear from your butcher’s counter and from the racks in your 
abr stores. You might find plenty of beef, yes. Plenty of beef in the black 
market. 


And all at fantastic bootleg prices. I don’t think you'd like that. 


That is from a speech of Mr. Eric Johnston on March 9, 1951. 

Mr. AnpresEN. Is he the official who is over Mr. DiSalle? 

Mr. Poagr. He is the man who is immediately over Mr. DiSalle 
in the hierarchy that controls prices in the United States. 

Mr. Horven. Are we to assume, although I have not seen the 
document, that this is the same Eric Johnston who signed the roll- 
back order? 

Mr. Poager. I have not seen it, either. 

Mr. Hoeven. Is that a fair assumption? 

Mr. Poaaer. Frankly, I do not know. 

Mr. Horven. Is not that a matter which should be explored by 
this committee? 

Mr. Poage. I would like to, and I am sure the chairman will hear 
any witness anybody wants to have appear. 

Mr. Hops. [ think this committee should have Mr. Johnston 
before it sometime next week. 
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Mr. Poaae. I think so. 


Mr. Horr. To explain this speech and explain anything which: has 
i down there which contradicts it. 
{r. 


Poace. I think so, too. As I say, that is a statement from 
Mr. Eric Johnston. 


Then I will put in the record a letter written by Mr. Johnston on 
March 12, 1951, to Senator Eugene D. Millikin, of the State of 


Colorado. I won’t read the entire letter, but Mr. Johnston refers 
to a rumor— 


that we planned as of March 7 to roll back cattle prices $4 or $6 a hundred under 
a “concession’”’ I was supposed to have made to labor. 


Then the letter says: 


No livestock order was issued on March 7, of course, and, although one is “i; 
the works,” it will probably not be ready for some time. Details of its pro- 
visions are still being worked out, and before any order is issued it will be fully 
and thoroughly reviewed at all levels in the Agency. Furthermore, it is our 
intention to consult with an industry advisory committee on this matter and 


obtain the full benefit of their background and knowledge in this very complex 
field. 


Then he goes on to say: 


In a broadcast over the CBS network Friday night, I outlined some of the 
problems involved in any roll-back of prices, and tried to make clear that I have 
no intention of ordering roll-backs which would destroy businesses, bankrupt 
farms, or throw people out of work merely for the sake of aroll-back. I mentioned 
particularly some of the factors in regard to meat. Since those comments are 
relevant to the subject of your letter, I am taking the liberty of enclosing a copy 
of the text of that broadcast, and call your attention particularly to page 6. 


That is what I have just read to the committee. That is a speech 
by Mr. Eric Johnston. 


(The letter above referred to is in full as follows:) 


Economic STABILIZATION AGENCY, 
Washington, D. C., March 12, 1951. 
Hon. Eveene D. MILLIKIN, 


United States Senate, Washington, D. C. 


Dear SENATOR MILLIKIN: Mr. Casey called to my attention late last week a 
letter from you containing excerpts from a telegram urging you to contact me and 
‘protest any roll-back on cattle prices while wages are being advanced.”’ As you 
recall, this wire advised you of a “rumor” that we planned as of March 7 to roll- 
back cattle prices $4 or $6 a hundred under a “‘concession”’ I was supposed to have 
made to labor. 

No livestock order was issued on March 7, of course, and, although one is 
‘fn the works,” it will probably not be ready for some time. Details of its pro- 
visions are still being worked out, and before any order is issued it will be fully 
and thoroughly reviewed at all levels in the Agency. Furthermore, it is our 
intention to consult with an industry advisory committee on this matter and obtain 
the full benefit of their background and knowledge in this very complex field. 

In a broadcast over the CBS network Friday night, I outlined some of the 
problems involved in any roll-back of prices, and tried to make clear that I have 
no intention of ordering roll-backs which would destroy businesses, bankrupt 
farms, or throw people out of work merely for the sake of aroll-back. I mentioned 
particularly some of the factors in regard to meat. Since those comments are 
relevant to the subject of your letter, I am taking the liberty of enclosing a copy 
of the text of that broadcast, and call your attention particularly to page 6. 


Eric JoHNsSTON, Administrator. 
Mr. AnDRESEN. According to what Mr. DiSalle said when he ap- 
peared before the committee, he said he took full responsibility for 
the order and absolved every other person, and he said, further, that 
the President approved his act. The only way I can figure it out is 
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that he issued the order on his own responsibility and President 
Truman approved what he was doing. 

Mr. Poacer. Well, we can find out from Mr. Johnston. It seems 
to me if that took place, we will have to find out. 

Now I want to proceed and insert another comment or two, because 
the question arose yesterday as to whether or not these cattle men 
were justified in feeling that they had at least an implied understanding 
that they would not i rolled back as they were, and there seemed 
on the part of the Secretary some surprise that they might have 
thought they had any such implied promise. 

I have here three wires to cattle men. These are all to Mr. F. E. 
Mollin, executive secretary, American National Cattlemen’s Associa- 
tion at ‘Denver. 

Here is one from Senator Millikin, dated March 5, 1951: 

Have talked with Joseph Casey, specialist with Eric Johnston, who tells me 
there is no present basis for rumors outlined your wire. He says they are pre- 
paring material for Presidential message having to do with price controls but 
that there is nothing in it so far as roll-backs of cattle are concerned; that since 


there is no official consideration of cattle roll-back sthere is no consideration of 
that kind as to effective date or as to amount of roll-back. 


EvuGENE D. MILLIKIN, 
United States Senator. 


Of the other two telegrams, one is from Senator Ed Johnson and 
simply says: 


OPS advises roll-backs on cattle merely a rumor. 


The other one is from Senator Butler, of Nebraska, and says: 


Unable to contact Hutson but Ericson claims no roll-back under the base 
period which is not much under present level. 


I ask that those communications be made a part of the record. 
(The matters above referred to are as follows:) 


WasxHineTon, D. C., March 14, 1951. 
F. E. Mottin, 


Hotel Texas: 


Unable to contact Hutson, but Ericson claims no roll-back under the base 
period which is not much under present level. 


Hvuexu Buter, United States Senator from Nebraska, 


WasuHineton, D. C., March 6, 1951. 
F. E. Mollin, executive secretary, American National Cattlemen’s Association. 
OPS advises roll-backs on cattle merely a rumor. 
Ep C. JoHNSON. 


Wasuineton, D. C., March 5, 1951. 
F. E. Moun, 
Executive Secretary, American National Catilemen’s Association, 
Copper Building: 

Have talked with Joseph Casey, specialist with Eric Johnston, who tells me 
there is no present basis for rumors outlined your wire. He says they are pre- 
paring material for Presidential message having to do with price controls but that 
there is nothing in it so far as roll-backs of cattle are concerned; that since there 
is no official consideration of cattle roll-backs there is no consideration of that 
kind as to effective date or as to amount of roll-back. * * * 


Eva@ene D. Mitxikin, 
United States Senator, 
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Mr. Poace. I merely want to comment on the fact that there is ay 
abundance of evidence that these cattlemen were not merely speaking 
rumors when they said vesterday that they felt they had the implic< 
promise that there would not be a roll-back. I think you will recal| 
that every one of them said that there was no absolute promise; but it 
seems to me that they were being pretty generous in their presentation, 

I thank you, Mr. Hill, for bearing with me while I presented this 
material for the record. 

Mr. Simpson. May I ask permission to insert a short statement in 
the record, Mr. Chairman? 

Mr. Poace. Yes, Mr. Simpson. 

Mr. Simpson. I have no brief for the packers; I do not own any 
interest in any of them, but at least I think if it were not for the large 
packers, Swift, Cudahy, Armour, and some of the rest of them, the 
producers of cattle, hogs and sheep, as well as eggs, and other produce, 
would have a hard time finding a ready market. In as much as it has 
been said here that the roll-back was for the benefit of the packers it 
just seems to me that they are entitled to have their little “inning.” 
The packers are an important part of our economy if the farmer and 
the feeders of livestock are to have a market for their cattle, sheep and 
hogs. 

I would just like to read a very short statement from an address of 
the president of Swift & Co. that was delivered to the Baltimore 
Association of Commerce at a luncheon, in his statement to the 
American Meat Institute, April 19, 1951, on the subject, Meat Is on 
the Spot, in which he said: 


SMALL Prorir In PAackKING 


Actually the meat-packing industry operates on about the lowest possible 
percentage of profit on sales, well below that of most manufacturing industry. 
Over the years our earnings average only 1o cents per dollar of sales, or a fraction 
of a cent per pound on meat sold. Our profit on the meat consumed by the 
average person in a year then is so small that he could not buy a ticket to a bal! 
game with it. In fact, if the industry could continue to operate at no profit at all, 
it would make practically no difference in prices consumers pay for meat or 
farmers receive for livestock. 

I say, Mr. Chairman, and I wish to repeat, that I have no stock in 
any packing company; I do not know them; but it seems to me, from 
this statement of the president of Swift & Co., it does not look like 
they make the enormous profits that have been indicated. 

Mr. Poagce. I would like to inquire then, in view of that state- 
ment, assuming that is correct, how can they possibly require a three- 
quarter-billion-dollar roll-back in the price of cattle? 

Mr. Stmpson. I am not in favor of the roll-back, Mr. Chairman. 
I did not vote for the Defense Production Act when it was passed; 
I was 1 of 12 in the entire House that did not vote for it; and J am 
not for controls and I never have been; I am submitting this state- 
ment which I got in the mail this morning, and I assume that the 
other Members of Congress received it when they opened their mail; 
but it does seem to me that we do have to have Swift & Co., Armour, 
Cudahy, and the big companies and the independent packers if the 
farmers are going to have a place to market their livestock—their 
cattle, their hogs, their sheep, and everything they sell or send to the 


market, as well as their chickens and eggs, of which Swift & Co. 
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handle large quantities—and I think in all fairness to the meat- 
packing industry that statement should go in the record. 

Mr. Poags. Without objection, it will be made a part of the record. 
I was just wondering how, if that statement is correct, how can it be 
reconciled with what Mr. DiSalle said about rolling back the price 
to the producers by three-quarters of a billion dollars. 

Mr. Stmpson. I have not tried to reconcile it with anything except 
to say—and I have no quarrel with the position the chairman has 
taken—I think we are in accord 

Mr. Poage. Absolutely. 

Mr. Stmpson. With respect to some of the testimony that has 
been given. If there is any question about the statement made by 
the president of Swift & Co., as I say. I suspect that every Member 
found a copy on his desk. That is where I got this statement when 
I came to my office. And, in line with the suggestion that we call 
other witnesses, what is the reason why we cannot call someone from 
Swift & Co., Armour, or some of the other big packers? 

Mr. PoaGe. So far as the present occupant of the chair is con- 
cerned, we will call anybody the committee wants to hear. 

Mr. ANDRESEN. I am going to have my witness here; I think he 
is here now. 

Mr. Horr. Mr. Chairman, I wish to take just 2 or 3 minutes to 
put three statements in the record, which I will identify as follows: 

First is the record of the actual purchase of cattle by Mr. W. H. 
Walker, of Eskridge, Kans., which shows the number he purchased, 
the average weight, and the cost that Mr. Walker incurred in handling 
these cattle; and then the losses that he will suffer under the applica- 
tion of the roll-back program. 

And I might say that these figures do not reflect the full loss that 
Mr. Walker will suffer; they are not based on the October 1 order; 
All of these cattle will not be sold until after that time; but I am 
putting this in because it does show the minimum loss that would 
result by the application of the roll-back program. 

Mr. Walker is a veteran and was in the military service for about 4 
years and is trying to get started in the livestock business, but he is 
being “rolled-back” very swiftly under these orders. 

Mr. Poaas. Without objection the statement will be made a part 
of the record. 

Mr. Hope. I also offer for the record a statement which is identified 
as being the average cattle situation in the Osage and Bluestem area of 
Oklahoma. 

I might say that this statement, together with the one which I just 
identified for the record, has been furnished me by Mr. Ben Robertson, 
of Kansas, who was here in Washington representing a large group of 
Kansas livestock producers, and he offered this statement showing the 
average cattle situation in Osage and Bluestem area, Oklahoma, as 
being representative of the situation in that area. 

I also offer for the record a telegram from Henry C. Hitch, director, 
Northwest Oklahoma Cattlemen’s Association, sent to Mr. Ben 
Robertson, Willard Hotel, Washington, under date of May 18, 1951. 

Mr. Poacsr. Without objection, the statements and telegram will 
be made a part of the record. 
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(The statements referred to follows:) 


Mr. Howard Myers called Friday afternoon, May 18, and left the following 
information: 
W. H. Walker, Eskridge, Kans., 75 Herefords 

Average weight 
Cost per head 
Summer grazing cost per head: 

Freight 

Pasture rental . 00 
| _ ita Sirhan > eae Rap eas rainy Uae eee SOLES LER Pegs $4. 60 
Loss by death, 1 percent $1. 95 
Marketing expen $4. 00 
Total grazing cost $29. 80 
Total cost per steer off grass $223. 80 
Probable gain off grass May 1 to Oct. 15 200 
Sa SRT 0 Sn cee hia ne Shar emia tis d 485 
wrenmnit Or @peer-aer evens. oo on ec Sue 685 
Necessary selling price per hundred to break even . 67 
OPS Commercial ceiling price ). 87 
Loss per steer per hundred pounds . 80 
Loss per steer (685 pounds by $5.80) $39. 73 
Loss on entire lot of 75 steers $2, 979. 25 


_ =e 


oO. 20 


PLAN NO. 2 


Full feeding, Oct. 15 to Jan. 15, ration and cost thereof: 
27 bushels of corn at $1.70 per bushel 5. 90 
200 pounds of protein at $85 per ton . 50 
500 pounds of hay at $12 per ton . 00 
PeOeass Comimipes Gkpense. os canes pee . 00 


. 40 
Cost of steer off grass . 80 


Total cost of steer Jan. 15, 1952 . 20 
Estimated weight per steer Jan. 15, based on gaining 2 pounds per 

865 
Necessary selling price to break even $32, 97 
DES SR A SORG NOOR. 8 oo ei acc i echsneet ese meabades $31. 08 
ee OS EEO EEE TORE ALLL LOT $1. 94 
Loss per steer (865 pounds by $1.94)_.....__--------------------- . 78 
Lose on: entire lot.of 75 ebeers. os ei eu of SE OE. $1, 268. 50 


Mr. Walker entered military service October 1942. Received honorable dis- 
charge September 1946. ASN 0-1700-218 MC-AUFAAC, stationed at San 
Antonio, Tex., Aviation Cadet Center. 

(Mr. Myers can get more information, but it takes a lot of time.) 


Average cattle situation, Osage and Bluestem area of Oklahoma 


(Purchase, Feb. 20, 1951, 90 head good quality 2-year-old steers (thin stockers), 
570-pound cattle, at $36 per hundredweight) 


Cost per steer 
Feed to April 20: 


Grass and care, at $2 per month 
Grass to October 
Miscellaneous operations: 
Potential death loss 
SITES ohtiTE, Tih tarrstsencinkin mtu pinay atenasiiemadimatnasaiiannaiiaiadte hadacanietasitte 
Marketing 
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Average cattle situation, Osage and Bluestem area of Oklahoma—Continued 


Apr. 20 to Sept. 20: 
Original weight 


Final weight 
Total cost 


Divided by total weight of 820 pounds per head: 
Cost per hundredweight off grass 
Price per hundredweight for commercial cattle under OPS ceiling 
f. o. b. range country 


Times total weight of 820 equals actual loss per head of 


Guymon, Oxa., May, 18, 1951. 
Ben ROBERTSON, 
Washington, D. C.: 


Recent meeting of Northwest Oklahoma Cattlemens Association resolved 
firmly against all controls on meat and voted for all-out production on beef. 
Controls are discriminatory and unfair. They will defeat the purpose for which 
they are intended. 


Henry C. Hirca, 
Director, Northwest Oklahoma Cattlemens Association. 

Mr. Poagcs. Mr. Hill, will you call the first witness you wish the 
committee to hear. 

Mr. Hiti. Mr. Chairman, there are two or three gentlemen here 
from Colorado, and if it is agreeable to them I am going to call Mr. 
Warren Monford, of Greeley, Colo. Do you wish to make your 
statement, Mr. Monford, at this time? 

Mr. Poaas. We will be glad to hear you. 

Mr. Hixu. I would like to identify Mr. Monford as coming from 
my own district, just a few miles from my home. He can tell us some- 
thing about the feeling of the cattle feeders and the effect the roll-back 
program will have on them. 


STATEMENT OF WARREN H. MONFORD, GREELEY, COLO. 


Mr. Monrorp. Mr. Chairman and members of the committee, for 
the record my name is Warren H. Monford, Greeley, Colo. 

Mr. Hitt. Mr. Monford has been before the committee on a previ- 
ous occasion. 

Mr. Monrorp. I came here in the year 1946 and talked with you 
gentlemen, and most of you were here at that time. 

I am going to present my statement to you rather hurriedly. We 
feed, I might say, about 24,000 cattle and during the past 12 months 
produced some 26,000,000 pounds of special-price cattle—about 
17,000,000 pounds of dressed beef. We have on feed in our lots at 
the present time some 14,000 cattle. 

We buy cattle when we buy to feed, but we own our own cattle; 
that is, we do not do any commercial feeding for others. Now, the 
kind of cattle we feed are about 8,000 calves, both steers and heifers; 
about 8,000 yearlings, mostly steers; a few heifers; and about 8,000 
2-year-old steers. 
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With the calves we will increase their weight from about 400 pounds 
to about a thousand pounds; with the yearlings we will increase them 
from 700 pounds to about 1,100 pounds; and with the 2-year-olds, 
from about 850 to 1,200 pounds. , 

To produce that beef we use about 1,200,000 bushels of corn each 
year, about 10,000 tons of corn ensilage, and about 10,000 tons of al- 
falfa hay, and about 7,000 tons of dry feed. 

As I came through the country to come to Washington, I thought 
of the move westward of the feeding business; and the industrial feed- 
ing has to be done in the agricultural West. The cattle are fed in 
the surplus-grain-producing region and also in the alfalfa-producing 
region. We can do a better job, I think, out in the dry country than 
you people in the East and in the Middle West. We get: the cattle 
off the wheat fields and take them into our region to feed them. We 
get them off the dry ranges and take them into our country to feed 
them. 

This whole livestock thing is so intricate and so delicate that I do 
not believe there is any man or any group of men wise enough to 
know the whole thing. 

It is almost as though it were divinely made, divinely controlled; 
you would marvel if Chicago, some morning, would have 50,000 
cattle, or Omaha or Kansas City, of the different kinds of cattle, but 
the livestock are distributed equally, fairly equally, all over the 
country. You could almost forecast what will be there on any one 
morning at any given time. 

I have been in this business—and ours is a big business—many 
years, and I have given this whole thing a great deal of thought. 
And I cannot see any one plan or any one group of plans that would 
work. In other words, I do not feel that controls imposed by a ceiling 
order will work. 

Now, if you will take a pencil and paper and figure with me, | 
think you will be able to follow through with me on this a little 
better. They have made it easy. Take the good cattle that average 
out about 1,100 pounds: We would have to sell, by this order, at 
about 31 cents per pound. Our costs show that, with feed prices 
as they are today. it would cost us $36 a hundred pounds to put on 
a hundred-pound gain. Now, if vou put on 400 pounds of gain you 
have $144 for that 400 pounds. ‘The 700-pound steer would have to 
be bought at 25 cents per pound or $175 per steer. Now, if you will 
follow me closely enough, the $175 cost per steer, with the $144 for 
the feeding of the steer, gives you a total of $319. 

Now, this 1,100 pound steer fed would bring 31 cents per pound, 
after feeding, and based on that price would bring in $341. In other 
words, we would have $22 to pay for all our expenses on those steers. 
You just cannot do it, Mr. Chairman. 

Mr. ANpDRESEN. Have you figured in anything for freight? 

Mr. Monrorp. No, as I say, this $25 per hundred is what the 
steer would have to cost us, and in the yard we would have to get 
31 cents per pound on the market, and that would leave us $22 to 
pay for our expenses on that steer. 

Now then there is going to be quite a time elapse between the 
time that we can, between now and the time we can buy the cattle 
at those prices, and if this drought continues we are going to buy the 
cattle that are on the farm; we are going to buy cattle, as you have 
been told, where they do not have range now. 
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It is going to be sometime before the range men are going to take 
that kind of price, whether it is 1 or 2 years, or whether they are 
oing out of business. We are going to market the cattle that we 
ave now in the late fall; we are going to market them before August 1 
and before October 1. We are going to have to push them on the 
market before those dates, at a time when we have not put as much 
weight on them as we could. 

Mr. Stmpson. In order to get ahead of the roll-back period? 

Mr. Monrorp. Yes. They have already started rolling back. 
And as has been said, I do not know how many dollars it is going to 
cost us because of this roll-back, and I do not want to guess how 
much money we are going to lose; no one can say; no one could guess. 

Mr. ANDRESEN. When would you put the cattle on the market, 
regularly? 

Mr. Monrorp. Most.of them we normally market them with about 
500 cattle a week. 

Mr. ANpDRESEN. How much do they weigh; about what is the 
weight? ‘ 

Mr. Monrorp. About 1,100 is the average weight. 

Mr. ANDRESEN. Those that will be sold before August 1 and 
October 1, will they go to market at 1,100 pounds? 

Mr. Monrorp. ie. they are going to market lighter than that. 

Mr. ANDRESEN. How much lighter? 

Mr. Monrorp. That depends upon how much additional time we 
hold before August; I would say 100 pounds to 200 pounds. Those 
in August—the ones we will go to market with before October 1 will 
be a little more. 

Mr. ANpREsEN. Now why are you going to sell these cattle in 
which you have a heavy investment before August 1 and before 
October 1? 

Mr. Monrorp. Well, suppose that you had a steer that on the 
present market was going to bring 33 cents a pound, and if overnight 
you could make that steer bring 37 cents, that would be all right. 
But, you must look ahead and say, at the present time, it will bring 
33 cents, and if we go to the 15th of August we will get 33 cents, so 
why should we keep him off the market? 

Mr. ANpRESEN. Is that the way the other feeders feel about it? 

Mr. Monrorp. There is no question about it. If it costs you 36 
cents a pound why feed and sell for 33; 36 cents cost, and hold it until 
the ist of August; why not sell when you can get the 37? 

Mr. ANpRESEN. The reason you are selling now, before the second 
roll-back is for the reason that you feel you would just about break even, 
or possibly not that, but not take as heavy a loss, but if you do not 
sell you will hold them and take a heavier loss? 

Mr. Monrorp. Yes. Why take a steer weighing 900 pounds and 
pay 36 cents a pound to put on 200 pounds, and get 33 cents a little 
later? It is just a cold-blooded business. As | told Mr. DiSalle 
down in Kansas City last week, when we were talking to him, this 
business is just a matter of figuring your costs and your selling price. 
He said there was a feeder, a farmer, living in Kansas, who was getting 
into the business, indicating that he could put cattle on the market at 
a price that is going to be 31 cents. 

We asked Mr. DiSalle down in Kansas City if this was the last 
roll-back and he said there would be no more roll-backs for a year. 
That was the answer I got from him. 
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Mr. Poage. Mr. DiSalle indicated he had talked to one or iwo 
feeders. 

Mr. Monrorp. Yes. 

Mr. Poager. I think he had met one feeder who had told him hp 
could make good money and that he was going to get back into the 
business; he had been out of the business for some years. Now 
then since things were at a top he was going to get back into the 
business. He did not mention what the business had been, but 
said now that prices were up he was going to get back into the business. 
He only mentioned one man who was going into business. He did 
not claim that there were going to be any large numbers of them, 
but there was one man, and he used that one man as an argument, 
I wonder if you know who he is? 

Mr. Monrorp. I do not. 

Mr. Poace. Whether it was someone who had escaped from the 
insane asylum? 

Mr. Monrorp. I do not know. I told him he would have to buy 
these cattle at 25 cents a pound and I believe that there were very 
few people who would be willing to run any such risk. 

Mr. Horr. Maybe it was someone who has a lot of oil wells or 
land and was willing to take a loss against his income tax return. 

Mr. Poace. That might be. 

Mr. Simpson. I would like to ask the witness this question: When 
you put your cattle on the market just ahesd of the roll-back order 
what would one of these steers weigh that vou usually sell at 1,100 
pounds; how much would be the loss in hundred pounds? 

Mr. Monrorp. Everyone that goes to market at the present time 


¢ 


will be about 2.3 pounds per head : 

Mr. Simpson. What would that mean per steer? 

Mr. Monrorp. I would say it would run around 150 pounds. 

Mr. Simpson. And how many steers will you move? 

Mr. Monrorp. We are gradually reducing, them now. We will 
possibly have about 9,000 cattle altogether at jhe end of July, to get 
in the Ist of August, so we will not have that number of cattle by the 
Ist of August. We are cutting down; we would probably handle 
between 8,000 and 9,000 cattle, on a normal.basis, by the Ist of 
August, but we will not do that this year. ‘ 

Mr. Simpson. How many will you send, in your estimate, ahead of 
the second order, roll-back order? a 
Mr. Monrorp. I would say about 8,000 will be, ahead of the second 
roll-back order. 

Mr. Simpson. And they would weigh 100 pounds more if you 
kept them? ; 

Mr. Monrorp. I would say 150 pounds. 

Mr. Stmpson. That is, 8,000 at 150 pounds? 

Mr. Monrorp. There will be about 8,000. 

Mr. Srupson. How much would that mean? 1,200,000 pounds? 

Mr. Monrorp. 1,200,000. 

Mr. Stmpson. Then as a feeder, due to this roll-back, you would be 
depriving the consumer of 1,200,000 pounds—it figures out about 
that—1,250,000 pounds of meat which the consuming public would 
actually get if it were not for this roll-back order, and therefore it 
results in an economic loss? 

Mr. Monrorp. Yes, surely. There could be no argument about 
that, and I cannot see why anybody cannot see it. 


i 
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Mr. Stmpson. And you said those in your area are of the same 
opinion? 

Mr. Monrorp. Absolutely. We have a little group, a little club, 
where there are about 40 members. We feed about 100,000 cattle a 
year; most of them buy. 

" Mr. Stmpson. You are one of the big feeders? 

Mr. Monrorp. One of the largest. 

Mr. Stmpson. If it affects you that way, and the smaller feeders, 
is there any question of what is going to be the result, so far as the 
economic loss is concerned on the meat that the consuming public 
would be deprived of? 

Mr. Monrorp. No. As has been indicated, feeders are going to 
get out of the business and I do not know where consumers are going 
to benefit. 

Mr. Simpson. In other words, you would be depriving the con- 
sumers in this one instance of over a million pounds of meat? 

Mr. Monrorp. Just this one feeder. 

Mr. Simpson. In the first roll-back? 

Mr. Monrorp. Yes. 

Mr. Srupson. That is all. 

Mr. ANDRESEN. People do not seem to appreciate what you have 
said, and also next year there will be tighter controls, and black 
markets will increase with less meat for the consuming public through 
this scheme? 

Mr. Monrorp. That is right. And, I am going to tell you some- 
thing, that I was prosecuted during the Second World War for buying 
corn at too high a price in order to take care of a situation we were 
facing, and I am not going to take any such chance again; we will 
simply get out of the producing end. And I am going to start now; 
I am not going to fool with any black market stuff; I am going to get 
out first. 

Mr. Stmpson. Because you cannot operate below costs? 

Mr. Monrorp. No. And I am not going to take a chance again. 

The CHarrMan. Mr. Hope. 

Mr. Hope. You are, of course, a very efficient feeder, and you will 
stay in business of some kind; you will not be doing as much meat 
business as you have been, or as you would otherwise, but you will 
manage to stay in business somehow, but what is going to happen, 
what is going to be the position of the margin men? You know there 
are a lot of so-called margin people who are in the business when prices 
are high, or when they expect prices to go up, who hope to make a 
profit but who go out just as soon as conditions get bad. What effect 
is that going to have on them? I assume you will agree with me that 
the margin people will go out? 

Mr. Monrorp. Yes. 

Mr. Horr. What effect is that going to have on the total supply of 
meat in the country? 

Mr. Monrorp. There is only one thing, Mr. Hope, and that is that 
this whole thing is going to cut the total supply down. And nobody, 
with all the figures they have, nobody can tell you how much it is 
voing to cut; nobody can figure that out; this thing is too big. 

Mr. Horr. What will be the result on the people who come into the 
business during a period like this when the meat demand is heavy who 
do some of the business that is otherwise done by the regular feeders? 
There is no way for them to keep operating? 
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Mr. Monrorp. I happen to be a director of a little bank out in 
Colorado, certainly not what you would term a big bank in the large 
cities ; it has about a $10,000,000 capital, and I know what w¢ are going 
todo. Weare going to say to these fellows that we are going to be very 
tight when they come in to get money to go into the feeding business. 
I know that. 

Mr. Hix. And for the record, why would you tell somebody that? 

Mr. Monrorp. Because we know that we are going to be-—— 

Mr. Hitz. I mean, why would you tell anyone that? I think [| 
know the answer, but what is the answer for the record? 

Mr. Monrorp. Because we know he will not have a chance to buy 
these cattle for 25 cents a pound and that hewill go broke. I know what 
the vice president of the Commercial Trust Co. in Kansas City said, 
an acquaintance of mine, and that is one of the leading banks, pe rhaps 
one of the largest banks, is it not, in Kansas City, Mr. Hope? 

Mr. Hope. Yes. 

Mr. Monrorp. This fellow said that if they keep this up it is not 
going to break only the feeders, but it is going to break the banks in 
Kansas. 

Mr. Hiuu. The answer to the question I wanted to bring out was 
that it will not only break the cattle growers, but it is going to meat an 
enormous economic loss and put other people out of business as well. 

Mr. Monrorp. Yes. 

Mr. Hitt. What is it going to do to a business firm, and what are 
the business firms going to do where the agricultural activity in an 
area represents 75 to 90 percent of the ac tivities; what is going to be 
the effect? 

Mr. Monrorp. Well, Mr. Hill, it is going to hurt. One automobile 
salesman just told me before I came away that we are already seeing 
the effects of this thing. The agencies, the dealers, the automobile 
salesmen are already feeling the effects of this. 

And those who have been producing a few cattle are confused about 
this whole thing. Those who are actually producing cattle, many of 
them also raise wheat, and they are going to quit producing cattle. 

Mr. Hope, in our part of the country, usually we have a few people 
buy calves, buy heifers or steers, and the reason they buy them is 
because they can run them on the wheat during the wintertime and 
turn around and sell them to the feeders. That is one of our sources 
of supply. 

If there is one thing in which there is a definite feeling, it is that 
these men are going to get hurt, and they are going to get hurt because 
they do not know how much longer they are going to be able to pro- 
duce cattle. A lot of them have been producing wheat, and getting 
along pretty well, so they will stay with wheat. But this means that 
somebody is going to get hurt, Mr. Hope, and it is the man who cannot 
afford to feed cattle, whether he is in California or Illinois or any other 
place. 

Then, sooner or later he is going to run up against quotas and he 
is going to run up against the question of the market price on feeders, 
and he is going to be hurt. 

Mr. Hope. He is going out of business unless he can get the price 
that he ought to get for raising cattle. 

Mr. Monrorp. He is not going to stay in business that means a 
oss. 
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Mr. Hops. That is right. 

Mr. ANpRESEN. What would be your reaction to a man who bought 
60 head of 900-pound steers, shipped them down southwest and put 
them on grass, going to feed them for about 6 weeks and put 200 
pounds on each, and pay $37 a hundred pounds; how much is he going 
to come out with? 

Mr. Monrorp. Well, in 6 weeks he is going to get about 29 cents 
a pound, and he is going to owe the bank something. 

Mr. ANDRESEN. He is going to lose about $800, is he not? 

Mr. Monrorp. Well, it would not be quite that much. It would 
be closer to $400 or $500. 

Mr. ANDRESEN. Can he stay in business and feed cattle? 

Mr. Monrorp. It depends upon how much resource he has built 
up. 

Mr, Simpson. One further question, Mr. Chairman. 

Mr. Poagr. Mr. Simpson. 

Mr. Simpson. If this condition continues do you think he can 
revamp his farming operations, that is, can you do anything else 
besides feeding cattle? 

Mr. Monrorp. Mr. Simpson, we do not do anything but feed. We 
own 80 acres of land for livestock feeding, and feeding is all we do. 

Mr. Simpson. What about the other feeders in your area; can they 
adapt themselves to something else, such as grain farming? 

Mr. Monrorp. They may do it. Here is one thing that I think 
should be mentioned, and that is if you want to get increased produc- 
tion in this operation you have got to take care of some of these marg- 
inal operators. And that will have to be done whether they are in 
Kansas, in Colorado, in California, in Idaho; and there are a great 
many in Illinois and Indiana, and even in the East you have a lot of 
little pastures developed, what we call the permanent type of pasture 
that were previously in irrigation, perhaps, and those fellows, because 
of high prices, have gone into meat production; they have taken some 
of their marginal lands, some of the land that is not quite producing 
as much as the rest, and have put it into pastures, and those people 
are hit; they have gone into that kind of livestock production, and 
they produce a lot of beef, and they are going to get out of that. 
This thing is going to upset that entirely, and it is those fellows who 
are going to put their land into something else, put it back into beans, 
put it back in some other crop. 

The whole thing is wrong. If we had gone on next year you would 
have seen about a 10 percent increase in the total production, in the 
total amount of beef produced, and by this program you are going to 
have a cut of 10 percent. 

Mr. Hix. In other words, instead of having a 10 percent increase 
we are going to have a 10 percent decrease next year? 

Mr. Monrorp. Yes. 

Mr. Hitxi. Which will bring higher prices? 

Mr. Monrorp. Yes. This whole scheme has no place in our 
economy. We could see that controls were coming. We would much 
rather have set tight, we would rather have seen 25 or 30 cent beef. 
We would rather have had that than these high prices, but those ane 
things that could not be controlled; you cannot begin to control them, 
and there is no one man or group of men who knows enough about 
it to control them. 

84040—51—20 
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Mr. Poace. Have you finished you statement, Mr. Monford? 

Mr. Monrorp. Yes. 

Mr. Poacr. Thank you very much. 

Mr. Monrorp. Thank you, Mr. Chairman. 

Mr. Poace. Our time is getting short. We are going to ask thi 
witnesses to complete their statements before we begin to ask ques- 
tions. That is the only way I know we can get through, and we wi] 
limit them to 5 minutes. 

Mr. ANnpDRESEN. The 5 minutes will include their statements and 
questions? 

Mr. Poacer. That is the only way I think we can get through. 

Will you give your full name and your address. 


STATEMENT OF W. J. BROWN, EATON, COLO. 


Mr. Brown. My name is W. J. Brown. My home is Eaton, Colo. 

Mr. Poagsr. You may proceed, Mr. Brown. 

Mr. Brown. Iamafeederandarancher. I feed around 3,500 head 
of cattle a year: 500 of those cattle are calves, raised on the ranch in 
Wyoming; the balance are cattle, as a rule, yearling steers, a year and 
a half or 2 years old. 

This amount of cattle will equal about 3,500,000 pounds of meat. 
My feed costs run around $37 to $38 per hundred. We buy these 
cattle, and we feed the calves at the ranch in Wyoming. 

We now have on feed around 1,000 head of cattle. If this price 
roll-back continues to stay in effect we will liquidate the business 
August 1. 

Mr. Hit. I would like the record to show that Mr. Brown is a 
member of the State legislature as well as a large cattle feeder and 
that Mr. Monford is a member of the State board of agriculture 
control and a director in the Colorado University. 

Mr. Poace. We are delighted to have had both of these gentlemen 
with us. They are in the cattle business and know what they are 
talking about. 

Mr. Hiui. You were raised in Eaton, Colo.? 

Mr. Brown. I have lived there all my life. 

Mr. Hiux. And you have fed cattle practically all of your life? 

Mr. Brown. 30 years. 

Mr. Poaacer. Are there any questions of Mr. Brown? If not we 
thank you very much, Mr. Brown. 

Mr. Brown. Thank you. 

CS - Poagsr. Are there any further witnesses from Colorado, Mr. 

ill? 

Mr. Hiuu. These gentlemen were all from Colorado. 

Mr. Poaae. Mr. Andresen, you wish to introduce to the committee 
a witness from Minnesota? 

Mr. ANDRESEN. Yes, Mr. Chairman. Mr. James Olson is one of 
the officials with the Hormel Company is also from my District. | 
The meat processing industry is serving a very vital and necessary 
function in the marketing of beef and other meat products, and I want 
the industry to continue operating rather than have them turn all of 
the business over to the black market. 

Mr. Olson is in charge of the beef division of the Hormel Packing 
Co. and I know he can explain the situation as it affects the Hormel 
Co. with reference to the roll-back. 
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STATEMENT OF JAMES OLSON, VICE PRESIDENT, GEORGE A. 
HORMEL & CO., AUSTIN, MINN. 


Mr. Outson. Mr. Chairman, I have a statement which if I may I 
would like to read. 

Mr. Poaace. Yes, Mr. Olson. 

Mr. Ouson. Thank you. 

My name is James Olson. I am vice president in charge of beef 
operations of the Geo. A. Hormel & Co., Austin, Minn. This com- 
pany is a member of the American Meat Institute and my president, 
Mr. H. H. Correy, is a chairman of the board for that institute. - 

I asked for an opportunity to be heard by the committee in the 
hope that by a brief statement or in respect to questions, it might be 
possible to clarify the position of the cattle slaughterer. 

Under the new control order and resulting from OPS orders issued 
since January, in talking with producers and in canvassing some of the 
questions that have been raised before your committee, perhaps the 
following information about our results, which I think may be fairly 
typical of the beef packing industry, may be helpful. There has been 
much discussion as to whether packers were in the squeeze, whether 
the order removes the packer from the squeeze, who has been the 
beneficiary of the roll-back, etc. 

All I can do is give you my opinion and give you what information I 
can to show what that opinion is based on. In our business, our fiscal 
year starts on November 1. The first three months of our operations 
this year were conducted in the absence of controls. During that 
period the beef division of our business produced a profit on the in- 
vestment of $2.83 per head of cattle killed. I shan’t go into all the 
bookkeeping involved in calculating this profit but by, and large that 
was it. This represents what we consider to be an average earning 
power for our operation. Based on years of experience we consider 
the results received the first three months of the year to be normal. 
However, the next three months our results were as follows. This 
was occasioned by conditions arising out of the price freeze which 
occurred on January 25, freezing our selling price at the highest price 
between December 19 and January 25 inclusive which was later 
amended to the average price of the highest 10 percent of our sales. 
This included a roll-back on the price of hides which cost our company 
$77,200 and I understand cost the packing industry $5,000,000 in 
contracts already made and invalidated. Our loss per head was $2.77. 

Since the new order went into effect on May 9 it is of course, as I 
see it, impossible to state what our results will be. Figures are simply 
not available for the short period; however, the order as written on 
paper provides that if we sell at prices required by the OPS and can 
get cattle to fill our requirements in competition with competitors and 
the probable black market, results should be satisfactory. This is 
purely a theoretical statement. The order provides approximately 
$2 to $3 profit per head, depending on the efficiency of the operation 
of the packer, insofar as such provision can be made on the theoretical 
paper basis. This profit of $2 to $3 a head can theoretically be made 
by a packer who has no branch house organization for national dis- 
tribution—which we don’t have, if his volume each week is sufficiently 
high to enable him to operate his plant efficiently and if he can sell 
every cut out of every carcass at the top ceiling price. From a 
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practical standpoint we seldom find a time when every piece can be 
sold at ceiling prices regardless of the condition of total supply. For 
example, the United States Department of Agriculture, Thursday of 
this week, reported some grades of beef selling in New York at $1 
per hundredweight under ceiling prices. 

There is-no guarantee whatsoever that we can secure supplies of 
livestock at a price which will keep us in compliance with the require- 
ments of the order. Currently we are restricted to 90 percent of our 
slaughter for the month of May 1950. This means that 90 percent 
of the cattle volume must carry the entire overhead. 

On the question as to who was the beneficiary of the roll-back, 
insofar as the packers are concerned it is impossible to say. The 
reason for this is that we have no knowledge as to whether we will 
earn a profit or sustain a loss during the period of the application 
of the first section of the roll-back just starting. If we earn a profit 
and since we sustained a loss prior to the application of the order, 
we are probably a beneficiary. If we sustain a loss, it is obvious we 
are not a beneficiary. The answer to this question will have to await 
the result. It is my opinion that the drop in the live market which 
has occurred since the announcement of the order can be explained 
by these factors: 

(1) Beef losses were such that we had to do something. 

(2) Packers will be required to buy livestock in compliance with 
price ceilings. This is mandatory. We either get in compliance or 
we go out of business. 

Therefore, in anticipation of the necessity to either buy. cattle 
cheaper in order to achieve compliance on a day-to-day basis beginning 
on the accounting period following May 20, which in our case is May 
28, or go out of business, we are seeking to arrive at a figure of com- 
pliance before the first day of balancing our compliance books rolls 
around. To the extent this can be achieved, the shock of trying to 
buy at the lower figure will be softened. 

It is our considered opinion that price controls by this method or 
any other, regardless of whether the paper work done by OPS is good 
or bad or whether it provides us with a theoretical profit or not, 
cannot work. I invite vour attention to the record in this connection. 
The present order is no different in concept than the orders of the 
OPA which were amended hundreds of times in order to try to bolster 
them up. It isn’t possible, in our opinion, to police millions of farms, 
thousands of packers and hundreds of thousands of retailers, holding 
them within the bounds of complicated regulations. 

We in the meat industry have thought long and hard about this 
problem; we studied it carefully and thoroughly. During World War 
II we made many suggestions which we thought to be sound which 
later proved to be unsound and our considered opinion and judgment 
remains the same. Controls will not work. The record is clear. 
The forthcoming results with respect to their application on this 
occasion will be apparent for all to see in due course. 

As a company, we shall obey the law regardless of what happens. 
We anticipate that this necessity will be very costly to us as a com- 
pany. We are certain it is only a question of time until by popular 
demand price control in the meat business will, as it was once before, 
be so thoroughly discredited that it will be discarded. 

Mr. Poacsr. Thank you very much, Mr. Olson. Are there any 
questions? 
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Mr. ANDRESEN. I have just a few questions, Mr. Chairman. 

I notice here on page 1 of your statement, you indicate you made a 
profit of $2.83 per head on cattle killed. Was that for the months 
November, December, and January? 

Mr. Ouson. That is correct. 

Mr. ANDRESEN. What were the results in February, March, and 
April? 

Mr. Otson. The loss per head of $2.77. ' 

Mr. ANDRESEN. So that you sustained a loss of $2.77 on each head 
of cattle that went through your plant as against a profit of $2.83 in 
the 3 months prior to January 25? 

Mr. Outson. That is correct. 

Mr. ANDRESEN. What was the amount of your slaughter? 

Mr. Oxtson. The number of head we slaughtered during the 3 
months was 66,000, the first 3 months; and the number we slaughtered 
in the following 3 months was 53,000. 

Mr. ANDRESEN. What was the reason for that, that you did not 
buy the same amount of cattle during the 3 months prior to January 
25 that you did before? I know the answer, but I would like to get 
your comment in the record. 

Mr. Outson. We have to be able to see what we are going to do like 
everybody else, we must figure on how much we are going to lose. 

Mr. ANDRESEN. The more cattle you would slaughter after January 
the more your loss? 

Mr. Ouson. Yes. 

Mr. ANDRESEN. That is due to the price ceiling that was put on? 

Mr, Ouson. Yes. 

Mr. ANDRESEN. Since this roll-back has been—you have been on 
a quota since January 25; is that right? 

Mr. Ouson. Since April 1 on beef; also we have been on a quota—— 

Mr. ANDRESEN. Has that placed a limitation upon the amount of 
beef you would slaughter? 

Mr. Otson. Yes; we slowed down during May and during April; 
we slaughter normally about 100 a day and we slowed down in April 
to around 50; and in May the slaughter quota is 90, and for May 50 
slaughtered. 

Mr. ANDRESEN. They placed a limitation on the amount of live- 
stock you could slaughter and process and pass on to the market? 

Mr. Ouson. That is correct. 

Mr. ANprEsSEN. And that was true with every other legitimate 
packer? 

Mr. Otson. That is correct. 

Mr. ANDRESEN. Could you have slaughtered many more cattle if 
you had been operating at 100 percent of your normal supply, without 
this limitation? 

Mr. Otson. Well, yes; during the month of May the demand is 
up tremendously for beef. 

Mr. ANDRESEN. What would have been the effect on the price of 
beef to the consumer if there had been no limitation on slaughter? 

Mr. Ouson. Well, since May 9 the legitimate packer price is the 
same with everyone. 

Mr. ANDRESEN. Suppose there was no limitation on the amount of 
slaughter and you were free to slaughter all the cattle you could buy? 

Mr. Otson. If there were no controls? 

Mr. ANDRESEN. Yes. 
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Mr. Otson. By decreasing the supply prices would have gone up. 
Mr. ANDRESEN. I mean, if you could have processed at 100 percent 
of your normal production? 

Mr. Otson. Because, you see, when the demand for beef is tre. 
mendous, it means when you get controls, based on past experience, 
when there is a little shortage, whether it is 2 percent, we do not know 
whether it is 2 percent or 100 percent, and the customers will come in 
and buy beef, and I venture to say there are many cases where they 
would order more beef than we could possibly deliver or we could pay 
for. The point I am getting at is you introduce an element that we 
cannot control. 

Mr. Hix. Will the gentleman yield? 

Mr. ANDRESEN. Yes. 

Mr. Hitu. You mean by making that statement, that there are 
hundreds and thousands of pounds of meat, where hundreds of stores 
have been cleaned out, where the food is put in food lockers, and there 
is no way in the world to find out how much beef and veal and other 
types of meat are stored away. That is just another reason why this 
roll-back will not work. They should have known about the lockers, 
the tremendous number of lockers that are available and in use 
throughout the country, and there is no way to know how much meat 
is stored in them. 

Mr. Otson. Mr. Poage made the statement I believe yesterday 
about the boy on the Texas ranch dreaming. I want to say that | 
was a boy, born on an Iowa farm and I started dreaming as the years 
went by. I started dreaming, and now it may be that in the case of 
the lad in Texas, because Texas is so large, that he did a lot of dream- 
ing, but they do a lot of pretty good dreaming in Iowa also. 

I jumped from the farm to the packinghouse. But the point | 
want to make is that American boys are still dreaming, and that seems 
to be something they are overlooking. It does not make any differ- 
ence, whether the boy is going to get into the cattle business or some 
other business, and I do not care whether it is in Texas, Iowa, or any 
other State, they are still going to dream. 

And if they cannot stay in the livestock business they are going to 
get into some other business, whether it is next year or the next or 
whenever it is. Now, that includes everybody. I know a farmer 
who has got three children, and he and his wife and those three children 
have put in 6 years working and dreaming on what they can do for 
their family. You cannot eos them from doing that. They start 
by dreaming. Now, when you start to put in these controls you are 
going to stop that, and you are going to make somebody mad, and | 
do not care whether it is 10 percent, 15 percent, or 20 percent, but you 
are going to take somebody out of the production business. 

And there is nobody who has said anything around here that will 
give you one single reason, not even anybody. Secretary of Agricul- 
ture Brannan yesterday stated that there would be no increase, he 
said we do not think that we will slow down production, but there is 
not a damned soul who has said we might increase it, and that is what 
we need, an increase in the production of cattle is what we are talking 
about. 

I will go one step further, he had all the statistics, but there is not 


any human, and there are 5,000,000 to 7,000,000 families on the farms, 


and do not forget the cattle buyer, from the time he goes to work, 
who thinks in terms of it. 
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I am left-handed, and if you make me right-handed you upset my 
nervous system, and if you do that with anybody else you do the 
same thing to them. That is what these controls try to do, but all 
they do is stop production. 

Mr. Poage. I agree entirely with what you said there, but let us 
find out why we should have these controls. Mr. DiSalle tells us we 
have to take care of the price to the consumer. He demands on his 
own a lower price to the consumer. The consumer gets no benefit out 
of them. You represent the packers, and you do not want these 
controls. 

Mr. Otson. No; we do not. 

Mr. Poacre. We have had a number of gentlemen who represent 
- both the feeders and the producers of cattle here, and none of them 

have come forth yet and told us that they want controls, and, as a 

matter of fact, this committee has been holding hearings here for 2 
' weeks and there has not been one single request for controls from a 
' single consumer or anybody else who wanted to come here and testify 

in behalf of these controls. It is a most remarkable situation. In 
» times past when we have discussed price controls we had delegations 
' come down here from New York City, that is where they usually 
_ originated, they came down here in defense of a bill that was being 

proposed because they thought they would get something out of it, 
_ and I do not criticize them at all for doing it, but this time there has 
» not been one here to testify in favor of these roll-backs. 
' Ihave yet to see who, outside of governmental agencies, wants this 
' control, and I want to invite anybody in this room, I want to invite 

anybody who is here, or anybody who hears about it, anybody who 
» knows the Committee on Agriculture is in session, I want to invite 
them if they want to come up here to show how this thing is beneficial 
to any group of our society. We invite them to come. 

Mr. ANpREsEN. Mr. Chairman, I would like to ask some questions. 

Mr. Poaaer. Yes. 

Mr. ANDRESEN. You heard what Secretary Brannan said yesterday 
about the quotas and the establishment of quotas, and that they 
were simply an administrative device. You have a quota now of 90 
percent of what you slaughtered last year. When vou reach your 
limit of selling and purchasing of cattle, when you get your 90 percent 
you have to stop buying, do you not? 

Mr. Otson. Yes, sir; that is correct. 

Mr. ANprESEN. In other words, if you fill your quota in the first 
few weeks of the month of May, then you are run out of the market 
and will not buy any more cattle? 

Mr. Otson. Yes, sir; that is correct. 

Mr. ANpREsEN. I do not know who is going to buy the cattle that 
comes to market, but certainly you cannot buy them because you 
will be out of compliance if you do. Now, is there a penalty for being 
out of compliance? 

Mr. Otson. Yes, sir; if we kill more than our 90 percent, then we 
» are penalized by the total amount that is processed over 90 percent 
»in the following month. In other words, if you process 2,000,000 
» pounds more in May than the 90 percent quota you have to sell 
- 2,000,000 pounds less in June. That is the penalty provided. 
' Mr. Anpresen. That is the penalty, and eventually if you do that 
_ all of the cattle buying you could do under these quotas would eventu- 
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ally have to stop, and in 1 or 2 months you would have to stop buying 
cattle? . 

Mr. Otson. There is no question about that. You are either going 
to have to follow the regulations or go out of business. 

Mr. ANpRESEN. As | know the packers of this country they want 
to stay in business and comply with the rules and regulations and 
abide by the laws of the country. 

Mr. Otson. That is right. 

Mr. ANDRESEN. Do you know what your quota will be for the 
month of June, Mr. Olson? 

Mr. Otson. No, sir; I do not. 

Mr. ANDRESEN. Are you consulted at all about the amount of the 
quota that you can slaughter for the month of June? 

Mr. Otson. No, sir. 

Mr. ANDRESEN. So, you have to take what you get, and under the 
orders of Mr. DiSalle’s office your entire distribution of meat is 
dependent upon what is done here in Washington? 

Mr. Otson. Yes, sir; that is correct. 

Mr. Poace. I do not like to shut off these questions, but if we 
are going to finish we will have to proceed. 

Mr. AnprRESEN. Mr. Olson is the only representative at this heer- 
ing of the packers, and | just wanted to ask him one other question. 

Is the situation that vou have spoken of as affecting the Hormel Co. 
tvpical of what the entire industry is faced with? 

Mr. Otson. Yes, sir. 

Mr. Poace. Thank you very much, Mr. Olson. 

Who is the next witness? I have no list of witnesses before me. 

Mr. Horven. Mr. Chairman, Mr. William S. Brown, of Sioux City, 
Iowa, chairman of a committee of the Nebraska Livestock Feeder’s 
Association which drew up the statistics and data which you have 
before you entitled, ‘Analysis of Beef Production Costs,” and Mr. 
Frederick Sherer, of Coleridge, Nebr., president of the Nebraska Live- 
stock Feeder’s Association, are present and would like to be heard. 

Mr. Stmpson. Mr. Watson is from De Kalb, IIl., and he is president 
of the Corn Belt Livestock Feeder’s Association. 

Mr. Poacr. You may proceed, gentlemen. 


STATEMENT OF FREDERICK SHERER, COLERIDGE, NEBR., PRESI- 
DENT OF THE NEBRASKA LIVESTOCK FEEDER’S ASSOCIATION 


Mr. Suerer. Mr. Chairman and gentlemen of the committee, my 
name is Frederick Sherer. I am president of the Nebraska Livestock 
Feeder’s Association. 

Our interest as a livestock feeder’s organization is to produce the 
maximum amount of meat for the American people, and at the same 
time maintain the stability of our industry. I think in my remarks 
here I will just touch a little bit on OPS activities. I was given some 
of that vesterday, and I think a little bit further procedure along that 
line would be all right. 

As you know, | was appointed to the OPS Advisory Committee, and 
after receiving that appointment 1 decided the thing that was our 
obligation and our duty was to try to help establish principles that 
would bring about the maximum production of meat, and that would 
be at the same time for the benefit and the survival of our industry. 
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In thinking about doing that we set out to get established a set of 
committees direct. from the producers themselves, first on the cost of 

roduction of beef. 

I set out to do this so that there would be concrete information, and 
in doing that this is the pamphlet that we have produced as a result 
of all of that study we did. 

After I received an appointment to the 11-man Advisory Committee 
to OPS, I felt we had an opportunity now to give them some construc- 
tive information on beef production, and that was my sincere endeavor 
to try to bring that about. 

We had three members of our association on this advisory commit- 
tee, and we all set about to perform that task, and I would like to read 
you a letter that 1 wrote to Mr. Erickson, Mr. Johnston, and Mr. 
DiSalle in regard to our activity, and what we were going to try to do. 
|Reading:] 

Dear Mr. Erickson: As a member of OPS Advisory Committee, I feel that 
information gathered from meetings with several thousand men engaged in meat 
production and marketing in various parts of the No. 1 zone area is of vital interest 
toward national meat productior goals. I took the initiative of finding out at the 
grass roots what our men will do toward getting maximum production. 

They all agree the ultimate in production can only be achieved as a free enter- 
prise, but also if there must be controls they should be imposed with strictly busi- 
ness methods. No roll-back of prices without the opportunity of clearing their 
lots first of the stock purchased on a free and uncontrolled market. This would 
probably take 4 months in their opinion. Any other course of action will des- 
troy the confidence of the industry and will inevitably result in loss of production. 

We strongly urge your cooperation to call a meeting whereby we may give you 
this constructive report. 

The complete meats team including producers, marketing agencies, and packers 
should come together around one table. 

We have confidence this will be done before any“final control orders are written. 

Mr. Poace. What is the date of that letter? 

Mr. Suerer. That letter is dated April 12, 1951. 

I will say after I wrote this letter | had no response from it what- 
ever, and I wrote it to Mr. Johnston, Mr. DiSalle, and everyone on the 
OPS Advisory Committee as an individual member of the committee. 
We had a conference here and got in here the last few minutes of the 
hearing, and they were surprised we got here at all. Through our 
Senators we did secure a hearing. 

As I stated yesterday we did not even bother to go to Mr. DiSalle 
again because we did not feel we were at all effective in the hearings 
we had with him before. Our efforts were directed more toward Mr. 
Johnston than anyone else. We did get Mr. Erickson and the Senators 
and the 11 men of our organization and Mr. J. B. Hudson of the Food 
Administration in a meeting together, but the point is we had to come 
in on our own volition there to try to establish a hearing. We did 
secure a hearing, as I say, with Mr. Johnston where he finally had the 
intestinal fortitude to tell us what was in the roll-back order. 

Mr. Poacn. That was about 6 hours before it was announced? 

Mr. Suerer. This was Thursday evening, as I recall, and the order 
was issued, I think, Saturday morning. 

Mr. Horr. Did Mr. Johnston indicate that he approved that 
order? 

Mr. Suerer. No, I will say this, as I stated before, that Mr. 
Johnston was quite sympathetic to our problems, seemed to under- 
stand every problem we had, and I always maintained that I doubted 


; 
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very much that Mr. Johnston would have signed that order if he had 
given deliberate and due consideration to it. As I said before, | do 
not think that is the way it was handled. I think it was taken direct 
from Mr. DiSalle to Mr. Truman, ignoring all of the good advice that 
he could have had in making a constructive order. 

I would like to turn the rest of this hearing over to Mr. Brown who 
will explain briefly our data on beef production costs. 

Mr. PoaGe. Mr. Brown, we will be very glad to hear you. 


STATEMENT OF WILLIAM S. BROWN, SIOUX CITY, IOWA 


Mr. Brown. Mr. Chairman, and gentlemen of the committee, my 
name is William S. Brown. I live in Sioux City, Iowa. I have com- 
piled the data on beef production costs that has been distributed to 
each of you. I think that, upon examination, you will find it a most 
complete and comprehensive analysis of beef production costs. 

From it I would like to bring out three points, first, what this roll- 
— beef prices is doing to the livestock feeding industry of Ne- 

raska. 

Secondly, the price that must be paid for feeder cattle to comply 
with the roll-back directives of May 20, August 1, and October 1. 

; Third, the effect all of this will have on meat production of the 
uture. 

Frederick Sherer, also on the Advisory Committee, of Coleridge, 
Nebr., president of the Nebraska Livestock Feeders’ Association, 
gathered reports as to cost of production from some three hundred 
livestock feeders. Out of all of those reports we finally took twenty 
as being most indicative of the actual feeding situation. Naturally, 
some of the reports showed high costs, some low, not all of them gave 
all of the facts desired and many different methods of feeding were 
involved. 

But we believe that these exhibits shown give a true picture. 

Exhibit 1 shows a total of 1,742 head, weighing an average to start 
of 806 pounds. But you will note that some weighed 1,000 pounds, 
others closer to 600 pounds. This means that some will be fed for 
only a short period of time, others fed a somewhat extended time. 
But we are interested in presenting the average condition of Nebraska, 
which State had 400,000 head of cattle on feed as of April 1. 

This report shows that if the feeders of these cattle are to break 
even they must sell at an average price of $36.65 a hundred if costs 
and other considerations are to be met. 

Past experience would indicate that cattle fed in this manner for 
that leagth of time will dress out about 60 percent. And according to 
the edict of Mr. DiSalle, such a class of cattle would need to sell for 
about $35.40 after May 20. 

If they dressed 59 percent, they would sell at $33.73. So these 
feeders of Nebraska, with 400,000 on feed as of April 1, are faced with 
a loss of $12 to $14 per head. 

In exhibit No. 7 is a record of a commercial operator in Nebraska. 
He feeds several thousand head each year and this operation is based 
on the total sale of 2,162 head. They showed a cost of 39.7 cents 
per pound of gain. His practice, as is that of most commercial feed- 
ers, is to replace immediately upon making a sale. So the cost of his 
replacements is quite sharply above the levels prevailing prior (0 
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January 1 or prior to the date of the announcement of the price 
freeze, January 25. But had he not kept on replacing, then there 
would have been a big lag in market receipts of cattle with a meat 
shortage developing. 

Exhibit No. 8 shows the cost figures of Frank Davis of Greeley, 
Colo. These are actual records of cattle bought last December and 
marketed in April. They show a gross profit of $7.05 a head without 
reserve for taxes, personal supervision, expense, salary, and risk for 
the two owners. Since then those costs have gone up so that right now 
Mr. Davis is faced with terrific losses on the cattle still in the feed lot 
that are to be sold after May 20. 

Time will not permit detailed studies of these figures, but the facts 
are there proving conclusively that the livestock feeders face terrific 
losses with these price roll-backs. 

Now as for prices that could be paid for feeder cattle and come out 
on the roll-back prices for beef. 

Page 2 of the supplemental exhibit shows that to comply with the 
selling prices as of May 20, one could pay only $29.80 a hundred for 
the feeder cattle if his other costs remained the same as previously. 
Actually feeder steers are still selling for around $34. Were he to buy 
feeders to sell on the basis of prices to prevail after August 1, he could 
not afford to pay over $27.62. Very obviously, such purchases cannot 
yet be made. And if he bought cattle to market after October 1, he 
could not pay above $25.38. 

While it is very true that there are right now more cattle in the 
Flint Hills of Kansas and Osage Hills of Oklahoma than ever before, 
there is no assurance whatever that any great number of these cattle 
are coming to market this year in the face of such conditions. Ranch- 
ers are not only in the best monetary condition ever in their history 
but a greater percentage of these cattle are yearlings and can be 
carried on. 

The Panhandle of Texas and the lower plains of Texas this week 
got from 5 to 7 inches of rain. Their tanks are filled up, their grass 
is starting, they can plant feed grains. They can take these cattle 
now back to Texas. And it is my opinion that if they must sell 
them, particularly on the roll-back to become effective October 1, 
that is exactly what will happen. 

Receipts during the past 2 or 3 weeks at all markets have included 
a large number of cattle only partly fat. Other feeders are turning 
their cattle out of the dry lot to pasture to cheapen their cost of gain. 

Now if a lot of these ranchers take their cattle back home instead 
of sending them on to market this fall, you can see that any con- 
clusions drawn by the Department of Agriculture, such as were 
expressed by Secretary Brannan the last 2 days can be completely 
upset. 

Production is a matter not only of action but of confidence. Pro- 
ducers of meat have had that confidence destroyed. Unless the 
Congress takes action either to throw the whole title out when this 
act is revised and extended as of June 30 or take steps to safeguard 
the interests of the livestock feeders, then a reduced quantity of 
production of meat is inevitable. 

Now, gentlemen, I would like to hurriedly call your attention to 
the mimeographed leaflets included in the back of the statement, 
and the purpose of this study, or the whole study you have in front 
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of you, is to bring out the facts of the cost of production. We have 
no set of figures which repesent the cost of operations, but 20 actual 
feeders supplied information to us themselves, and I have their 
copies in my briefcase showing their actual figures. They have 
been compiled into these exhibits. 

Exhibit No. 5 is another compilation of 87 operations. 

Exhibit No. 7 is a compilation of actual feeding operations con- 
sisting of 2,162 head of cattle of a commercial operator which shows 
the actual gain costs. 

Exhibit No. 8 also shows the operation of a Colorado feeder, and 
shows his gain costs. 

Out of these four different sets of figures I have taken the lowest 
gain cost, and if you will refer to page 1 of the mimeographed figures 
you will note that the figure there on the top set of figures shows a 
gain cost of $35.61. 

Now, the purpose I am trying to bring out here is to show what 
that man must sell his cattle for. It shows from these figures in these 
exhibits that his purchase cost was $34.29, and on an 806-pound steer 
he put on 416 pounds of beef which cost him $35.61 a hundred. 

These men have told us as a production incentive they get $26.64 
profit per head. 

On the market as of April 27 that man could have gotten $36.92 
a hundred for that animal. In other words, cattle graded Choice 
on the Sioux City market on that date were selling for $36.92. By 
so doing it could have gotten a profit of $26.64. The margin between 
his cost and what he gets is $2.63 per hundred. 

On exhibit 9 you will notice on May 20, according to the OPS 
order, which I have here, the official order, and the order states 
specifically what the various live grades must sell for on the Chicago 
base, and these figures that I am quoting to you in the exhibit are in 
Sioux City and Omaha, zone 1 on May 20 it was $33.73 a hundred. 
Tf you will drop into this second class of figures you will notice there 
that the production incentive shows $12.38 per head loss if the man 
sells his cattle on the May 20 level. Should he keep his cattle and 
be forced to sell them on the market, as the order states, to August 1, 
according to exhibit 9 you will notice cattle graded Choice dress 59 
percent, and he must sell them for $32.25, and by so doing he will 
sustain a loss of $30.38 per head. 

If he should stil) gamble and have to sell them as of October 1 you 
will note that he will have to sell his cattle for $30.77. In exhibit 
No. 9 the selling price as of October 1 is $30.77. 

Mr. Horr. May I ask you a question right there, Mr. Brown? 
We have been told that there is no breakdown of price ceilings for 
October; where did you get this? 

Mr. Brown. I have the official order here, which says specifically 
this: 

The first set of prices are effective for each slaughterer’s first accounting period 
beginning on or after May 20, 1951; the second set becomes effective for account- 
ing periods beginning on or after July 29, 1951. This latter set of prices are 
about 44 percent lower than those which become effective in May. A further 
reduction of approximately this same amount will be instituted for the accounting 
period beginning on or afver September 30, 1951. 

Therefore the October level is just a mathematical calculation as 
4%; percent less than the level of August 1. 
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Mr. Hors. You break that down in the same way between grades? 

Mr. Brown. That is right; the level as of October 1 could be even 
lower, because that 4%-percent order could go even to 5 percent or 
even to 6 percent, or it might be only 4. Therefore, the level of 
October 1 is admittedly an estimate, but the order itself is an estimate, 
and that man having the cattle has to make some calculation as to 
what his minimum might be. 

Mr. Hope. I just wanted to be sure that I knew how you got that 
figure. 

“Mr. Brown. That is the proposition that faces the man who has 
cattle on hand now costing $34.29. 

Now, the second page of your exhibit takes up the proposition of a 
feeder who is faced with the problem of replacing cattle, who does not 
have cattle in the feed lot, but he wants to get into business. 

On April 26, 1951, the USDA publication showed that the average 
cost for stockers in Sioux City—and that is the average, including all 

rades, and these figures I am dealing with on these exhibits are a 
ittle bit above the average, but the USDA does not break it down by 
grades, and we have to work on average—the average price was $34.99 
as of April 26, and that is exactly the level as of that date. Ifa man 
wanted to buy cattle, and this would not be possible, because if he did 
buy April 26 he would not sell May 20, but if that would be possible, 
just by a mathematical calculation you can see that if his gain costs 
remain as they are—the gain costs we have established by these presen- 
tations are fixed, and he cannot control them—you would have to use 
a calculation of $35.61. We are also assuming that the man will have 
no production incentive unless he has a minimum profit of $23.26. 
If he uses that same steer weighing 1,223 pounds and sells it for $33.77 
a hundred, which would be the selling price level as of May 20, he 
must buy that stock for replacement for $29.87; and that, gentlemen, 
right there is a 15-percent roll-back to the rancher below what he was 
getting on April 26. 

Now, dropping down to the second set of figures on page 2, this 
estimate is based on the fact that he is going to buy cattle to be sold 
after August 1. According to exhibit No. 9 the purchaser must buy 
at $27.62 against selling for $32.25. That means the figure is 27.5 
percent below the live selling price of April 26, which was the last free- 
market level we had, because after that order was announced we began 
to have lags on the market, even though the order in itself did not 
become effective then, and if he is to buy a steer and sell it for $32.25 
he must buy it as a replacement steer for $27.62, and this means that 
the roll-back to the rancher is 21 percent roll-back. 

If the order is still in effect and that same feeder or Corn Belt 
operator is to buy that steer so that he can sell it for $30.77, which 
is the price of the October 1 level, calculated as we have just given it, 
that means that that figure is 16 percent less than the fat-cattle 
market as of April 26. He must buy his replacement steer rolled 
back to $25.38, and that means the rancher is going to take a 27% 
reduction in his price. 

Gentlemen, the point I am trying to bring out is that in our talk 
with Mr. Johnston and Mr. Erickson they referred to these roll-backs 
in percentages of roughly, first, a roll-back of 10 percent, and then 
Mr. Johnston said the next-two roll-backs of 5 percent and 5 percent. 
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The reason my own figures are not quite that heavy is because the 
lower grades suffer heavier roll-back percentages than the higher 
a In other words, they have widened the grade, but the point 

think that has been missed in the testimony so far presented is that 
the roll-back to the fellow on the ranch is far in excess of the percentave 
that the roll-back will be to the feeder, the reason being that tha: 
Corn Belt feeder has fixed that gain cost that he has no control over, 
which is $35.61, and I am very happy to hear Mr. Montfort’s remarks 
about his gain costs. I think they tie in with any testimony you 
gentlemen have heard. If he is to buy these cattle October 1 at the 
roll-back of 27 percent to the rancher, what the rancher was going 
to do he was not prepared to state, but in the testimony presented 
yesterday by some men from Texas they told what they would do. 
They said they would turn .the cattle out and they would cut down 
pees A lot of these cattle that have been coming to the Corn 

elt feeders for replacement will probably be kept on their own 
ranches, and they will sell them at the Commercial level, or raise the 
Commercial level to the Good level. I have been told by the bigger 
men that these better cattle can be fed grass and meal cake and they 
can raise the Commercial grade into the grade of Good. 

On October 1 the Good grade will sell for $28.08. Therefore, your 
ranchman would never sell his animal for $25.38 to the Corn Belt 
feeder when by a little more feeding he can raise it so fast to the 
slaughter level; it looks like it will force a lot of these cattle to be 
kept on the ranch and brought up from an inferior grade to slaughter 
level and squeeze the feeder. 

These sets of figures here show the feeder will be in exactly the 
same squeeze as the packer. It is putting it onto the feeder. Then 
it is taken off the packer, and the feeder has to pass the squeeze down 
to the producer or the ranchman, and he is the fellow who starts the 
whole thing rolling, and if he does not produce cattle the whole chain 
of events is broken, and I particularly call your attention on this 
page 2 of the exhibit to the wideness in margin, the lower selling level, 
and the wider margin between stock cost and the selling price; and 
the whole fallacy of the OPS order is that it gives no consideration 
to the cost of putting on the gain; and the whole conclusion is based, 
as I think Mr. Block brought out, on the formula of parity; but, 
as Mr. DiSalle brings out in his official order, the level of October | 
is approximately 120 percent or 125 percent of parity, but parity has 
nothing to do with the cost, and the whole order is based on the false 
premise that parity is a true yardstick. 

In my survey and research work on this I had very much difficulty 
in getting good cost figures on the cost production, and I was very 
much interested in the comment of the statistician for the Secretary 
of Agriculture before who practically admitted that he had no costs, 
and that is the purpose of this whole study, to give a factual account 
of costs. 

Very little research was spent on the price of stockers or replace- 
ment cattle. 

We spent a good deal of time in computing the slaughtering level of 
cattle. That is a matter of record. The USDA and other offices can 
furnish dependable statistics on buying cattle and can furnish statistics 
on the cost and return on selling price, the percentage of gross. It 
other words, 60 percent of the cattle slaughtered fit into those whic: 
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are graded, but nowhere were we able to find the actual cost of 
production. So we developed this ourselves, and we made every cost. 
a concrete set of figures here. We have tried to keep them simple, as 
we have, and made them quite extensive. 

In order to combine the data at this time exhibit No. 2 was shown 
to Erie Johnston, and I was privileged to explain and cover these, going 
over these figures in detail with Mr. Johnston, and I pointed out to 
Mr. Johnston we fellows in that feed-lot area admit that the farmer 
can buy these replacement cattle now; we admit that you, through 
Mr. DiSalle, can control the price on the sale of the animal; but what 
we want to know as producers is who is to control the prices from this 
operation; and we pointed to all of these. I said I do not see how a 
manufacturing price can ever be handled if you do not give con- 
sideration to costs. 

Mr. Horr. When did you present these things to Mr. Johnston; 
was it after or before the order? 

Mr. Brown. They were presented at the same time that Mr. 
Sherer pointed to. We saw him then. We had been told the order 
was on the press, and when we got back to our homes the order was 
official notice in the evening papers of Saturday. Therefore, of course, 
the wheels were already in motion. We had no chance, and Mr. John- 
ston would have had no chance, I presume, to kill the order at that 
meeting. 

Mr. SHerer. He could have refused to sign it had he been given 
the opportunity, and I wondered about that myself. 

Mr. Brown. You have a copy of a letter there, Mr. Chairman, and 
] would like to have this little mimeograph and this letter considered 
as all a part of the official record. 

Mr. Poacr. You mean this publication? 

Mr. Brown. Yes. 

Mr. Poacr. I do not think we can very well put publications like 
this in the record. We will put them in the file. You have already 
prepared this, and we will gladly file it. 

Mr. Brown. Well, whatever the procedure is, Mr. Chairman. 

Mr. Horven. May | make an explanation? 

Mr. Poacr. Yes. 

Mr. Horven. Yesterday I asked unanimous consent to insert in 
the record the mimeographed section of Mr. Brown’s analysis together 
with other facts and figures, and the same is already in the record, 
Mr. Brown. 

Mr. Brown. Thank you. 

Mr. Horven. The material was inserted immediately following 
~ testimony of Mr. Howard Hill, President of the lowa Farm 

ureau. 

Mr. Brown. I understand; thank you. 

Page 3 of this exhibit really just estimates that if it were possible 
to roll back the cost of gain the same percentagewise as the selling 
costs are being rolled back how the picture would look, and I want to 
go into that. You can see that the necessary margin between the 
stocker selling at $33.73 and having a cost of $31.47 is $2.26. That 
would be the picture. 


The gain costs could be rolled back equally the same as the selling 
price. 
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There is one point I want to bring out in a letter written to me, and 
I think it reflects the views of a lot of these feeders. About the fourth 
paragraph down in this letter he says: 

As you know the 223 yearlings I am feeding were headed for the October 
market after having been fed on grass. Now faced with two more roll-backs | 
will have to market these cattle not later than July at about 800 pounds; if they 
could be carried to October they should weigh 1,000 pounds or more. : 

That gives a view on the very basic statement that Mr. Montfort 
pointed out. This gentleman is going to sell his cattle in August if he 
is faced with a roll-back. Now, what is the result? That means a 
44,600 pound loss to the consumer because that man is not going to 
keep on feeding these cattle until October. Gentlemen, when you 
raise cattle from 800 pounds to 1,000 pounds, those extra 200 pounds 
are practically all extra meat, as the framework is already there. 

Mr. Horven. Mr. Brown, yesterday after 1 presented the factual 
information you prepared for the record, the question was asked of 
me as to whether or not, in making your calculations, you gave credit 
for the value of manure and the importance of fertilizer and the use 
of hog feed lots for cattle feeding? 

Mr. Brown. No, I did not, for two reasons: first, in our area, most 
of the feeding done is either ground corn or cracked shell corn, and 
there is very little of value to the droppings that the cattle drop to 
the hogs. I made no calculation as to the value of the manure 
because I do not know how to approach trying to get a measure on 
that. With the use of concentrates and a balanced ratio the beef 
animal becomes a very inefficient user of the corn. 

Mr. Horven. I am very glad to get the explanation. 

Mr. Poacr. Mr. C. V. Watson, president of the Corn Belt Live- 
stock Feeder’s Association. 


STATEMENT OF C. V. WATSON, PRESIDENT OF THE CORN BELT 
LIVESTOCK FEEDER’S ASSOCIATION, DE KALB, ILL. 


Mr. Watson. Mr. Chairman, and members of the committee, next 
Monday morning under this DiSalle order, out of every 10 head of 
cattle we give the packer 1, and the packer pays us for 9 of them. In 
other words, that is the 10 percent roll-back. 

We of the Corn Belt have the same problems that Mr. Montfort 
has already stated, except we are much smaller operators than the 
men at Greeley, Colo. 

We feel that as soon as we can liquidate our cattle in the Corn Belt 
we will not replace these cattle, at least, until after the October roll- 
back. We normally would buy between July 1 and October 1 between 
1,000 and 1,200 cattle. This year we will not purchase any cattle 
during that period. 

That is my entire statement. 

Mr. Poaanu. Are there any other witnesses to be heard? If not 
the committee will stand adjourned subject to the call of the Chair. 

(Thereupon, at 12:10 p. m., the committee adjourned subject to the 
call of the Chair.) 
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WEDNESDAY, MAY 238, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Honorable Harold D. Cooley 
(chairman) presiding. 

The CuHarrMAN. The committee will please be in order. 

Mr. DiSalle, we regret the necessity of having to disturb you so 
often about this matter. We know you have other duties to perform. 


STATEMENT OF MICHAEL V. DiSALLE, ADMINISTRATOR, OFFICE 
OF PRICE STABILIZATION 


Mr. DiSatue. You do not regret it nearly as much as I do, Mr. 
Chairman. 

The CuarrMANn. We did not feel that we could conclude these 
hearings without asking you a few more questions. What we want to 
ask you about this morning is in regard to your justification for the 
issuance of the first roll-back order, the effect of which we understand 
will be to take from the producers about $700 million and pass it back 
to the handlers, processors, and packers, so as to reestablish their 
margins as of January 1951. 

I think you told the committee that you were satisfied on the evi- 
dence which had been submitted to you, that the margins of profit left 
for the packers was not sufficient to permit them to operate profitably. 
We asked you at that time something about the kind of evidence 
which had been submitted to you, and my recollection is you were not 
in a position at that time to give us the figures or the information which 
we desired. 

I might point out that as chairman of the committee I have not 
received a single communication from a single packer indicating that 
he was being oppressed or that he was being placed in a position in 
which he could not operate profitably. 

I have some small packers down in my district and in my State, 
and it seems to me that if they were in that situation they would have 
complained about it. Other members of this committee who are 
really from the beef cattle area tell me the same thing. 

Mr. ANDRESEN. That is not entirely correct. 

The CuarrMan. It is entirely correct. I did not say all of them. 
That includes you. 

They have told me that likewise they have not received any com- 
plaints. 
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Some of the members of the committee have. Mr. Andresen, for 
instance, has received some evidence to the effect that the packer 
in his district has been operating on a nonprofit basis. 

What we would like to have from you is at least some of the evidence 
that you had before you at the time you issued this first roll-back 
order. Frankly, I have said before I do not believe that Swift, 
Armour, and Cudahy and Wilson and all of these packers and _ proc- 
essors are operating at a loss. That may be just a belief of mine, 
but it does not stand to reason that they would operate at a loss, and 
I cannot see any real reason why they should, because I do not see 
why they should be called upon to buy beef at the farm level which 
they could not sell profitably at the retail level. We would appreciate 
whatever information you can give us in that regard. 

Mr. DiSatue. Mr. Chairman, first of all I would like to refresh the 
committee’s recollection that when I appeared here the last time | 
stated it was not our purpose to favor any segment of the business 
community over another segment, and that this order is not issued for 
the purpose of favoring the packer over the producer, or the producer 
over the packer, or the retailer over either of the others, but that the 
order is issued for the purpose of effecting economic stabilization for 
the Nation by attempting to maintain fair margins at all levels and 
at the same time to produce a fair result for the consumer. 

The evidence that I had before me at the time the order was issued 
was in the nature of very numerous complaints from Members of 
Congress about the plight of meat packers in their districts, from 
meat packers themselves who came in with figures which I do not fee! 
free to disclose. I can say that on beef alone some packers lost millions 
of dollars in the first quarter of 1951. I do not know the extent of the 
committee’s power on these matters, but I feel they would be free 
or would have the power to subpena these records and find for 
themselves whether those statements are accurate or not. 

The CHarrMan. We just announced yesterday, I think, that we 
would be glad to hear the packers and to see such records and 
documents as they may desire to submit to the committee indicating 
just what their financial situation is. 

Mr. DiSauue. I would like to go on and finish my statement to 
this effect; the very first time I met with a group of people in the meat 
industry there were representatives of the livestock growers, repre- 
sentatives of the packers, and all were opposed to controls on meat in 
any form. And regardless of whether the packers were losing money 
or not, I do not conclude from the testimony furnished this committee, 
the House Banking and Currency Committee, or the Senate Banking 
and Currency Committee, that they have changed their position. 
They certainly are opposed to controls in any form. 

And so we did not take that into consideration at all. We felt that 
these orders were necessary. 

Mr. Poace. Did you just decide that you knew better what was 
good for the packers than they knew for themselves, and you were 
going to give them what was good for them, regardless of whether 
they wanted it or not? 

Mr. DiSauue. As I said before, we are not attempting to find out 
what is good for the packers or for the producers or for the retailers; 
but we are attempting to fina out what is good for the Nation, because 
if we cannot find out what is good for the Nation, certainly any action 
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that we took could not be good for any one of those segments we have 
been talking about before this committee. 

Mr. PoaGe. But you decided that it was good for the Nation to take 
three-quarters of a billion dollars from the producers of cattle and give 
it to the processors of cattle, did you not? 

Mr. DiSauur. Any action we take in the nature of price controls, 
regardless of where we impose our controls, certainly is in the nature 
of an action that may restrict anticipation of earnings in the future. 

Mr. Poace. This was not a proposition of anticipation. You took 
three-quarters of a billion dollars of capital assets that existed 
weeks ago, that do not exist today—this was a roll-back—this was not 
a ceiling. 

Mr. DiSauue. I would say this, that the majority of the members of 
this committee have been very fair in these hearings, but I would say 
that, as far as some of the members of the committee are concerned, if 
the same degree of cross-examination had been directed at people who 
presented statements on behalf of the producers, as has been directed 
to the Government witnesses in this particular case we would have 
arrived at the facts much sooner and more accurately than we have 
been getting at the facts under present procedure. 

Mr. PoaGe. Mr. DiSalle, had there been any feeling on my part that 
the representatives of the producers were hiding something from us or 
trying to avoid answering the questions there would certainly have 
been the same kind of cross-examination. It is when I feel that some- 
body is not giving us a full or responsive answer that I feel that we have 
to go into cross-examination. 

Mr. DrSauue. Mr. Poage, that is something of which I do not think 
any member of this committee can accuse me. I certainly have given 
this committee frank answers as I knew them and as I remembered 
them. And in those cases where I felt more time was needed to pre- 
pare information accurately for the committee, I have asked for that 
time, and those statements have been filed. 

Mr. Poage. I do not think you have given us a frank answer when 
you indicate that you do not know or do not realize that you are 
taking away from the producers of cattle some three-quarters of a 
billion dollars and giving it to other segments of the industry. When 
you tried to avoid the recognition of that fact, I do not think that is 
afrank answer. I donot mean that you have given any false answers. 
Certainly I do not mean that, at all, but vou have not given a frank 
answer, 

The CHatrMAN. May I interrupt? 

Mr. DiSaute. | think in the statement——— 

The CuarrMaANn. May I say that there is no secret about the fact 
that this first roll-back cost involves about $700 million? 

Mr. DrSauue. I think we said in our statement of consideration 
that the net result of the entire order would be to save for the Amer- 
ican consumer $700 million. 

The CHarrmMan. No, that is on the 9 percent proposition. How 
much is there involved in this first roll-back? 

Mr. DiSauue. We said that the total—I have no figures here as to: 
what the first roll-back involves. We said that the total result of 
the order would be a saving to the American consumer of $700 million. 

The CuarrMan. Is that accurate? 

Mr. DiSauue. That is as accurate as we can determine it. 
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The CuarrMan. I see. How much of that $700 million will go to 
the processors and the handlers and the packers? ; 

Mr. DiSauie. That I would be unable to break down for you at 
this time. 

The CHarrMAN. Somebody in your Department certainly should 
be able to break it down for us. 

Mr. DiSatte. I think very definitely that they can, just as definitely 
as any figure of that kind can be broken down. 

I want to point out this 

The Cuarrman. I want to go back to this, the first question. You 
said that you received numerous communiations from Members of 
Congress and from packers and processors complaining about their 
margin, and as a result of that you had some hearings down in thie 
Department and made some inquiries, and then you made certain 
determinations. If those people complained to you that their margins 
of profit had been wiped out and these telegrams and messages came 
to you, will you tell us now that after all of these complaints and 
grievances had been submitted to you and considered, that the very 
people that complained about the lack of margins also objected to the 
imposition of roll-back orders? . 

Mr. DiSatte. I would say that we received numerous communica- 
tions from packers complaining about the fact that they were being 
put out of business. Some of them said they were going to be forced 
to close, but I did not say that we had held hearings on that particular 
point. I did say that I had talked to numerous people about it, but 
that the orders as issued were issued for the purpose of restoring 
equity in all segments of this business. 

The CuHarrMAN. That is rather strange. Although we have been 
having these hearings for more than a week, certainly the packers 
of the country have seen or heard something about these hearings, 
either through the press or on the radio, and up to now I am not 
aware of having received any complaint from a packer or any request 
to be heard in connection with the matter. The packers who have 
been hurt have been in opposition to the order. 

I come back to the question, can you give the committee any 
evidence of any single packer in this country who has actually been 
in the position to establish the fact that he is losing money? I am 
not asking for the name of the company. We do not want to involve 
here anybody unnecessarily, but I would just like to know the truth 
about that, because I can say frankly that these hearings are going 
to have a great influence upon my decision when it comes around to 
the time to vote on an extension of this power. Now when we have 
the beef cattlemen in, they said that they were losing money. They 
came in here and they gave us an abundance of evidence. 

Mr. ABERNETHY. And the Secretary agreed with them. 

The CHarrMan. Not only that, we had the Secretary of Agricul- 
ture in here, and you can take his statement and in a degree it was a 
reiteration of things that had been contended for by the beef men 
themselves. 

Can you give us any evidence—Mr. Andresen has one packer that 
he could tell about, and maybe others—who actually is losing money 
that is the only one I have heard about. 

Mr. ANDRESEN. Will the chairman yield on that point? 

The CHarrMan. Certainly. 
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Mr. ANDRESEN. When Mr. DiSalle was here before he stated that 
the packers had lost money on beef during the first quarter of the 
year since the order went into operation, and when Mr. Brannan 
appeared he verified your statement. The American Meat Institute, 
I contacted them after that hearing and suggested that they have 
someone here representing the Institute to testify as to the plight of 
the packers. It happens that there is a packing plant in my district, 
the Hormel Co., and Mr. James Olson, who is a beef man for that 
company, appeared here and for the company and for the Institute 
and showed the losses that they had had on beef since January 25, 
which was, as I recollect it, $2.77 a head, whereas in the 3 months 
prior to that time they had a profit of $2.87 per animal. I asked 
Mr. Olson when he appeared if the whole industry had suffered losses 
during the period of 3 months after January 25, and he stated, speak- 
ing for the American Meat Institute, that packers throughout the 
country had suffered losses of beef operations during that 3 months 
period. 

I am sure that if more evidence is necessary to substantiate what 
you have said, concurred in by Secretary Brannan, other figures can 
be submitted to the committee. 

Mr. DiSatue. I would like to know whether any of the meat 
packers who appeared here were asked whether they had lost money 
or not? 

Mr. AnpREsEN. When Mr. Olson appeared here for the institute 
and for his company, why, he showed definitely losses for his com- 
pany. Of course, he did not bring his books and records in here, but 
I have a lot of confidence in his statement and I am satisfied that the 
figures that he gave us after a careful examination of the books are 
correct. 

The CHarrMAN. It may well be that the packers and processors 
will accept the invitation of this committee and will appear here with 
such books and records as will establish their contention. 

Mr. DiSauie. Within the last 2 weeks a committee from the 
National Independent Packers Association was in my office, and 
they all made the point that they had lost money as a result of the 
beef situation in the first quarter of 1950. 

The CHarRMAN. You and your associates, Mr. DiSalle, must have 
made some definite calculations and determinations in your depart- 
ment before the order was issued. That is the thing that we are 
concerned about. What did the evidence submitted to you indicate 
with regard to margins; did it indicate that the margins had been 
imperiled or destroyed completely? 

Mr. DiSatue. It indicated that the margins on beef had been 
destroyed completely, and that in certain retail operations the losses 
had been tremendous from February through May. 

The Cuarrman. And that was the general situation prevailing in 
the meat processing industry? 

Mr. DiSauue. As far as we were able to determine it was the general 
situation. 

Mr. Apernetuy. I would like to read from a paper that I have 
here, Mr. DiSalle. 

As early as May 17, 4 days after the price roll-back went into effect it was 


reported that big packers and large wholesalers had already jumped beef prices 
an average of 12 cents a pound. 
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Is that correct or not? 

Mr. DrSauue. It would be correct in some instances. The effect 
of the order would be determined by the pricing habits or the pricing 
situation of the individual operators. 

Mr. Apernetuy. Would such be within your order? 

Mr. DiSauue. In some instances you will find that there has been 
reductions of as much as 30 cents a pound. 

Mr. Asernetuy. This is not a reduction. This is an increase. 

Mr. DrSaute. I say that you will find increases and decreases, 
depending on the pricing situation of the individual operators. 

Mr. ABERNETHY. Would the action that I have just read be within 
the order—would it be possible for that to have been within your 
order? 

Mr. DiSauue, Yes, I would say that it would be possible, because 
the order establishes definite dollars-and-cents prices. 

Mr. Apernetuy. The purpose of the article was to lead con- 
sumers to believe that the big packers and the wholesalers were goug- 
ing the public. 

Mr. DiSauur. We do not issue these orders with reference to what 
one group says or what another group says. We make a determina- 
tion of fact and issue orders based on fact. I would say certainly 
that there has been criticism of the order because of some situations 
where prices have been increased. 

Mr. Anernetuy. Of course, the publishers of this paper were not 
criticizing the order. You know they do not criticize the order. 
They were criticizing the packers and the wholesalers. 

Mr. DrSaute. I would like to point out one other thing about the 
orders, that is, that as a result of the orders the distinction has been 
made between Prime, Choice, Good, Commercial, Utility, and when 
a retailer sells meat he is to sell it according to the distinctions which 
have been made. It would be absolutely possible before the order was 
issued that somebody might have been selling commercial at Choice 
prices or at Good prices, and now when he is forced into the position 
of properly pricing his meat he can no longer sell his Commercial cut 
at Choice prices. And so when he is selling Choice, the price would 
be higher. 

There are dollars-and-cents ceilings established for all grades of 
meat, and all cuts of meat so it will be possible for us to definitely 
determine whether there is compliance with our orders. 

Mr. PoaGce. You made the statement that you made a determina- 
tion of fact and then acted upon that determination. As I under- 
stand it then, you must have made the determination of what the 
facts were in regard to these packer losses prior to the time that you 
issued this order, is that right? 

Mr. DiSatuie. What the packer losses were? 

Mr. PoaGe. Yes. 

Mr. DiSaurte. No, we did not intentionally try to make a deter- 
mination of what the losses would be or were. We tried to find an 
over-all picture to determine what would be fair in the over-all situa- 
tion as far as meat is concerned. 

Mr. Poacre. How could you know what would be fair as between 
the producer and the processor unless you knew what the costs of 
the producer and the profits or losses of the packers were? 
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Mr. DiSatie. Let me ask you, Mr. Poage, this: Here is a state- 
ment that was filed with the committee by one of the producers, 
and I would like to find out whether these people were asked with 
reference to the costs that were filed by the producer? 

Mr. Poaae. Mr. DiSalle, I do not want to get off onto some other 
subject. We have had some 2 weeks of testimony about the cost of 
producers. At one time in the proceedings much criticism was heaped 
upon the cattle producers and the charge was made that they had not 
shown what their costs actually were. I do not think anybody can 
say as of today that the cattlemen of this country have not given 
abundant evidence, both of what the costs of producing a calf and the 
cost of feeding a steer is—they have given figures and they have not 
given generalizations. They have shown just exactly what it costs 
to provide the salt, what it costs to provide the vaccination, what each 
item costs. 

I had supposed that you probably had similar cost analyses from 
the packers, because, obviously, it is much easier to get it from a 
relatively few packers than it is from the hundreds of thousands of 
cattle producers. 

Do you or do you not have any detailed figures that you consider, 
or I should say, did you or did you not at the time this order was 
issued have any detailed figures that you considered reliable to indi- 
cate just what the packers’ profit and loss position was on the various 
items of meat which you controlled? 

Mr. DiSauue. Yes, I did have. 

Mr. Poaax. Will you be kind enough to give the committee those 
tables showing the detailed profit and loss of the packers on the various 
items of meat? You controlled five-hundred-and-some-odd items. 
Will you give us those figures? 

Mr. DiSauue. Do you want them from specific companies or do 
you want a general statement? 

Mr. Poacre. We want whatever you used. I do not know whether 
you used those from Armour & Co. or whether you used a tabulation 
from the Department of Agriculture or whether you used something 
else. That is what we want to know. 

Mr. DiSatue. We will give you the figures we used. 

Mr. Poacr. When can we have those figures? 

Mr. DrSautue. How soon can we have those? We could submit 
those either this afternoon or tomorrow morning. 

Mr. Poagcr. And they will show the source from which they came? 

Mr. DiSauute. That is correct. Well, I want to first check with 
our chief counsel as to whether we can or are free to give figures from 
individual companies or not. 

Mr. Poace. Well, now, I hope you do not put us in the position 
that some cattlemen were placed in when they were reluctant to give 
out an individual figure, it was said all over the country that the 
cattlemen were not able to tell what their costs were. 

Mr. DiSatue. I am not reluctant to give the committee any figures 
that we can legally give them. 
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(The following information was submitted: ) 


ComPANIES SuBMiTTING Data on Costs OF OPERATION 


In February 1951, OPS obtained data from 40 beef plants, setting forth co- 
of beef operations. Of the replies, 36 were sufficiently complete to be used. 
The names and location of the plants follow: 


James Allen & Sons, San Francisco, Kreinberg & Krasny, Inc., Cleveland 
Calif. Ohio 
Peerless Packing Co., Cleveland, Ohio F. Kahn’s Sons Co., Cincinnati, Ohio 
Food Fair Stores, Elizabeth, N. J. Armour & Co., Chicago, Ill. 
Maurer Neuer Corp., Kansas City, Mo. Armour & Co., Fort Worth, Tex. 
H. Moffat Co., San Francisco, Calif. Armour & Co., South San Francisco 
Acme Meat Co., Inc., Los Angeles, Calif. Calif. 
Cudahy Packing Co., Kansas City, Mo. Wilson & Co., Chieago, Il. 
Cudahy Packing Co., St. Paul, Minn. Wilson & Co., Kansas City, Mo. 
Cudahy Packing Co., Phoenix, Ariz. Wilson & Co., Cedar Rapids, Iowa 
Tobin Packing Co., Albany, N. Y. Wilson & Co., Denver, Colo. 
Siegel-Weller Packing Co., Chicago, Ill. Swift &-Co., Chicago, Ill. 
Oscar Mayer & Co., Madison, Wis. Swift & Co., Kansas City, Mo. 
Hunter Packing Co., East St. Louis, Ill. Swift & Co., Fort Worth, Tex. 
Sucher Packing Co., Dayton, Ohio. Swift & Co., Los Angeles, Calif. 
Seattle Packing Co., Seattle, Wash. Swift & Co.-White Provision Co., 
George A. Hormel & Co., Austin, Minn. Atlanta, Ga. 
Carstens Packing Co., Tacoma, Wash. Swift & Co., Lake Charles, La. 
Kansas City Dressed Beef Co., Kansas Swift & Co.-United Dressed Beef. 
City, Mo. Brooklyn, N. Y. 
Rath Packing Co., Waterloo, Iowa 
William. Schluderberg-T. J. Kurdle Co., 
Baltimore, Md. 


Data were not collected as to losses sustained by packers, wholesalers or retailers 
during the period February 1 to June 1, 1951. Rather, OPS used its resources 
to determine the necessary margins. It is our understanding that packer repre- 
sentatives have submitted to the committee data concerning losses. 

(Nore.—Actual figures of profit and loss from packers were not 
available for inclusion in the record, but are to be submitted for the 
information of the committee.) 

Mr. Lovee. I believe you stated that the marginal profit on beef 
had been completely wiped out by the order issued in January so far 
as the packers are concerned? 

Mr. DiSauue. Yes, in many, many cases. 

Mr. Lovre. And I believe you also testified at a previous hearing 
that the first 10-percent roll-back will go back to restore that margin 
of profit to the packers and the processors? 

Mr. DriSatue. Yes, the retailer, the processor. 

Mr. Lovre. The cattlemen have testified that the first roll-back will 
mean a loss of about $750 million. You say that the total roll-backs 
will total approximately $700 million? 

Mr. DiSauue. That is right. 

Mr. Lovre. In your opinion what is the fair margin of profit for the 
packers? 

Mr. DiSatue. The fair margin of profit? That is something which 
is very hard to determine, but I will say that we have provided about 
6 percent for the packer all told, that is, to cover his operation and 
whatever return he can make from that 6 percent. 

Mr. Lovre. My qvestion is this, if the cattlemen are right that the 
first roll-back which is for the benefit of the packers and processors will 
total $750 million, then, in your opinion, that would be a fair margit 
of profit to them? 
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Mr. DiSa.ue. This means the retailer, the wholesaler, the processor. 

Mr. Lovre. You have already testified that the first roll-back of 10 
percent is designed principally to restore the margin of profit for the 
packers and processors. 

Mr. DiSauue. Yes. I also testified that the price of livestock in- 
creased about 12 percent from January 25 until the date we issued our 
orders. 

Mr. Lovre. If that is true, then the $750 million would represent a 
fair margin of profit in your opinion for the processors and packers? 

Mr. DiSatte. If the total figure of $750 million is correct, it not only 
represents profit, but it also represents a restoration of operating costs. 

Mr. Lovre. I know, Mr. DiSalle, but you have already testified that 
the 10 percent is designed principally to restore the margin of profit 
for the packers. 

Mr. DiSau.e. I did not say to restore the margin of profit but the 
operating margins. Now when we said that the margins had been 
wiped out, that meant that they were operating at a loss. In order to 
restore not only their profit, but also the cost of operation, that 10- 
percent roll-back was necessary. 

Mr. Poagce. Do you want to ask a question? 

Mr. Horven. Mr. DiSalle, just going back for a moment to-the 
basis or justification for the-first roll-back order, I understood you to 
tell Mr. Poage that the justification was a certain set of figures sub- 
mitted to you by the Bureau of Agricultural Economics, is that right? 

Mr. DrSauue. No; I would not say that was the sole justification. 
I said that the justification was based on the entire study that we 
made as to what would be fair all along all the line, and that part of 
the justification was the restoration of this margin. 

Mr. Hoeven. What is the other justification? 

Mr. DiSaute. The bringing cost to the consumer of meat into 
correct relationship; the taking into consideration all of the steps 
from the producer on through to the retailer. 

Mr. Horven. Well, you have not disclosed such steps to this 
committee, have you? 

Mr. DiSatie. What is that? 

Mr. Horven. These various steps that you took and the reasons 
for them? 

Mr. DiSatue. I think I have answered every question that the 
committee has asked. 

Mr. Hoeven. The thing I am getting at is when you were here 
before, you told the committee that the reason for this first roll-back 
and the justification therefor was a certain set of statistics provided 
to you by the Bureau of Agricultural Economics. That is the im- 
pression | got, that you based your decision on those figures. Is that 
correct? 

Mr. DiSatxe. That was only part, those figures were. 

Mr. Horven. Was it part or was it all? 

Mr. DiSaue. Oh, no; that was part, of course, we had other figures. 

Mr. Horven. My impression was that you said you based it on 
those figures. 

Mr. DiSauue. No; not the entire record. 

Mr. Hoeven. Then what in addition to the figures did you base 
your order on? 
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Mr. DiSauue. We based our order on figures dealing with all ele- 
ments of the business, not just the producer, not just the packer, 
not just the wholesaler, not just the retailer, but on a complete study 
of the entire industry. 

Mr. Hoeven. Mr. Chairman, are you satisfied with the explanation? 
The witness here contends he has given us all of the information. |i is 
my distinct impression that when Mr. DiSalle was here the first time 
he based his justification for the original roll-back order on a certain 
set of statistics provided by the Bureau of Agricultural Economics. 

The CHarrMan. My recollection is that he referred to a newspaper 
article which referred to the Bureau of Agricultural Economics, rather 
than to the actual statistics themselves. 

Mr. Horven. That is still more remote than I anticipated. 

Mr. Horr. That was on the producers’ end of it. That was not 
on the packer. 

The CHarrMan. That is right. That was the producers’ end of it. 
That came into this picture. 1 can say to Mr. Hoeven I do not have 
a clear picture in my mind as to the facts which justified vou in 
issuing the order for the roll-back, and I do not have it because it is 
not in the record. I understand that you are going to give us that 
information. 

Mr. DrSatte. I think we have submitted to the committee all of 
the information that they requested. 

The CuarrMan. Well, you probably have except with regard to the 
profit and loss sheets of some of these packers. That is what I would 
like to see. 

Mr. DiSatue. Well, we will be glad to get that information for 
you. It is not my recollection that that was asked for at the last 
hearing. 

Mr. Poace. I want to go just a little further on that right now. 
Doubtless we have not asked for everything we should have asked 
for. That is a matter that I had in mind awhile ago when I talked 
about a frank and full disclosure. There is nothing immoral in not put- 
ting things in the record that we do not ask for, but nevertheless if we do 
not ask for them we do not get them in the record, and if we do ask 
for them you feel that we are persecuting you, in that we are asking 
you more questions than we need to. But I am going to have to ask 
anyway. 

Mr. DiSauue. I never said that you were persecuting me. 

Mr. Poace. Well, no; but [ got the impression that that is the way 
you felt. 

Mr. DrSatte. In fact, I said the majority of this committee have 
been fair in their inquiries. 

Mr. Poace. But I gathered when you said the majority was very 
fair, you felt that I was not and that I was therefore in the position 
of persecuting you, and I do not think it would take a man of very 
great brilliance to draw that implication, Mr. DiSalle. 

Mr. DiSauue. So far as persecution, I feel it is an occupational! 
hazard of the job. 

Mr. Poaae. I can understand that. Now may I go on and ask 
some questions? Whether you understand them to be persecution 
or not, | want the information. You have told us that as to the 
packers’ figures you will supply some figures this afternoon and we 
will find the source of those figures. Maybe I had better ask you 
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now to tell me the source of those figures. Is the source of those 
figures from the packers’ own figures or is it the Department of Agri- 
culture or some other source? 

Mr. DrSatte. It is a collection of figures from various sources. 

Mr. Poaae. From several different sources? 

Mr. DiSaute. Yes. 

Mr. Poage. All right, you still would not be, as I see it, in any 
position to judge as ‘to whether you should take three-quarters of a 
billion dollars from the producers and give it to the packers, even 
though you had evidence that the packers were losing money unless 
you knew what the position of the producers was? 

Mr. DiSatue. I would say that the net result was the savings to 
the consumer of that figure that you are using. 

Mr. Poace. You said that back in this record some weeks ago. 
You said that the net result after the three roll-backs were in effect 
would be a saving to the consumer of—you suggested, I think, the 
term $700 million? 

Mr. DiSatue. That is right. 

Mr. Poaace. That was the result of the final roll-backs of which the 
last two, two for 4% percent each, are presumed to go to the con- 
sumers. 

Mr. DiSatie. That is right. 

Mr. Poacr. That is 9 percent and that makes $750 million or 
$700 million according to your figures, does it not? I would like for 
you to either affirm or deny in a way that the reporter might put it 
down. I saw the nod of the head, but he does not put that down. 

Mr. DiSauue. I would say that that was right, generally, but the 
reason | hesitate to answer a question like that is that I do not follow 
your mathematics too well. 

Mr. Poage. That is why I ask it, because if my mathematics are 
wrong, | want you to correct them. I would like to use your mathe- 
matics, but when you are reluctant to use yours, | have to use mine 
for lack of anything better to use. Consequently, your figure was 
$700 million saving to the public with a 9-percent roll-back, two 
roll-backs, totaling 9 percent? 

Mr. DiSauue. That is correct. 

Mr. Poagr. Now, then, we have had a 10-percent roil-back which 
we have now. Is it unfair to say that that 10-percent roll-back 
amounts to roughly $750 million or three-quarters of a billion dollars? 

Mr. DiSaute. It sounds good up to this point. 

Mr. Poace. Then if the roll-back at the present time is roughly 
$750 million and it does not go to the consumers, who gets the $750 
million? 

Mr. DiSauue. Well, the consumers will get part of that. 

Mr. Poagsr. When and how will the consumers get any of that? 

Mr. DiSauue. Right now they will get part of it, depending on the 
pricing situations at all levels of the industry. 

Mr. Poacr. Do you suggest that the housewife in Waco, Tex., i 
today getting any substantial portion of that $750 million? 

Mr. DiSauue. It all depends on where the housewife in Waco, 
Tex., is doing her buying and where she bought before. 

Mr. Poaae. Yes; and is it not just as likely that she is actually 
paying more this w eek than she was this time last month? 
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Mr. DiSauue. I do not think it is likely that she is paying more for 
the same quality meat, the same grade of meat that she was buying a 
month ago or two months ago. 

Mr. PoaGce. Maybe she is not. 

Mr. DiSauuez. It is more likely she is paying less than that she is 
paying more. 

Mr. Poace. How much of that $750 million do you estimate is 
being saved by the housewives all over the Nation, all of them put 
together? 

Mr. DiSauue. I cannot determine that. 

Mr. Poacr. Do you have any idea, would it be as much as one-half? 

Mr. DrSatue. I would not know. 

Mr. Poace. You would not know. How then did you arrive at 
the amount that was necessary to roll back in order to take the 
packers out of a squeeze, if you do not know how much you gave them? 

Mr. DiSauxe. I think that the facts that we will file with the 
committee with reference to the studies that were made will show that 
without any question. 

Mr. PoaGce. We have not asked you to file any such facts as that. 
We will be glad if you do, but we have asked you to file the figures to 
show how much the packers were making or losing prior to the time 
of this roll-back. Now you might show that the packers were losing 
half a million dollars, half a billion dollars, but if you do not know 
how much of this roll-back is going to go to the packers and how much 
of it is going to go to the consumers, how do you determine that you 
have met the packers’ needs? 

Mr. DiSatie. Would you like that figure right down to dollars and 
cents? 

Mr. Poaaer. I would like to have it if you have got it down in 
dollars and cents—do you have it down in dollars and cents? 

Mr. DiSauue. That is almost an impossibility to determine. 

Mr. Poacer. I thought so. Therefore, I had not asked for it in 
dollars and cents. I have asked you, though, that you get somewhere 
within $100 million of it—I do not think that is an unreasonable 
request—that you be accurate within the bounds of $100 million. 
Do you think that is asking you to get it too accurate? 

Mr. DiSatie. Well, we will give it to you just as accurately as we 
can give it. 

Mr. PoaGcs. Can you not give us now any idea as to what portion 
of this roll-back goes to the housewife and what portion goes to the 
packers? 

Mr. DiSatue. I am not in a position to give it to you now. 

Mr. Poage. Have you known prior to this time approximately how 
much of this roll-back would go to the packers and how much would 
go to the consumers? 

Mr. DrSatue. Mr. Poage, I would like to point out that this figure 
that you are using of $750 million is your figure and not my figure. 

Mr. Poage. You what? 


Mr. DiSaute. This figure of $750 million that you are talking about 
that is going to the packers is your figure and not my figure. 

Mr. Poaae. If it is not your figure, I ask you what the correct 
figure is? You agreed with this figure awhile ago. Now if you do 
not like my figure, give us yours. 

Mr. Disaue. I said that we would furnish accurate estimates of 
the figures that were used for this committee. 
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Mr. Poage. I hate to be in the position of asking that you come 
back again tomorrow. There is no purpose in Mr. DiSalle submitting 
these fi ures after he is gone. 

The CHarrMAN. Actually, the figure is not so important as the 
division. 

Mr. Poaae. That is right. 

The CHAIRMAN. Suppose it is $500 million or $400 million. 

Mr. Poager. I have only asked that he give it within $100 million 
of what he thinks it will be. That is not asking anybody to be very 
accurate to say that you get within $100 million of what you think it 
is going to be. 

Mr. DiSauie. Do you know what the total meat industry is in the 
United States? 

The CHAtRMAN. How much is it? 

Mr. Poage. I would be delighted if you would give us the figures. 

Mr. DiSaute. I was asking if you knew. 

Mr. Poags. I am not here trying to explain any order that I have 
issued. If you want to tell us what the total meat industry of the 
United States is, we will be glad to have it. 

The CuHarrMan. I think I would like to know, if there is no objec- 
tion. What is it? How much does it amount to? 

Mr. DiSatie. Approximately $12 billion. 

Mr. Poaas. Now, then your roll-back, does it or does it not amount 
to approximately three-quarters of a billion dollars? 

Mr. DiSatue. I would not know. 

Mr. Poagsr. You do rot know how much you rolled this meat back? 

Mr. D1Sauue. That is the figure that you are using. 

Mr. Poagas. All right, but you do not know. You do not know 
how much you rolled meat back. You do not know what part of this 
is going to the packers and what part is going to the consumers? 

Mr. DiSauue. No; I do not. 

Mr. Poage. I think that is all, Mr. Chairman. 

Mr. Lovrer. Did you not tell us that $700 million was the total 
savings of the three roll-backs? 

Mr. DiSauuez. To the consumers, that is right. 

Mr. Lovre. But you do not know what the total amount is? 

Mr. DiSauue. I do not know what this amount is that he is talking 
about. 

The CHarrMan. The $700 million, as I understand it, you think 
will go back to the consumer after the next two roll-backs? 

Mr. DiSauue. Yes; that is right. 

The CuHarrman. As to what is involved in the first roll-back you 
are not in a position to tell us? 

Mr. DiSatuz. That is right. 

Mr. AnprEsEN. I want to discuss another feature of the meat 
roll-back. Since April 1, as I understand it, a limitation was placed 
on the amount of beef animals that the packer could slaughter. 

Mr. DiSatue. That is right. 

Mr. ANpDRESEN. And that was 90 percent of the amount that was 
slaughtered in the same month last year, is that it? 

Mr. DiSauue. Yes. 

Mr. ANDRESEN. When did that to into operation? 

Mr. DiSauuie. When did it go into operation? 

Mr. ANDRESEN. The quota system. 
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Mr. DiSatxe. I do not remember the exact date. 

Mr. AnpreEsEN. I think somebody said it was around April 1. 

Mr. DrSautue. I would not know, because we have had several 
shiftings of those dates. I do not remember exactly the date that it 
went into effect. 

Mr. ANDRESEN. Considering the tremendous amount of the livestock 
on the hoof in this country and the demand for beef, what was the 
reason for placing that limitation on the amount that could be 
slaughtered? 

Mr. DiSatue. That first figure was merely an exploratory figure. 
The quota itself is very flexible and can be adjusted in any 24-hour 
period, depending on the flow of livestock to market. For example, 
the quota for swine this month is 110 percent of last year’s. It is 
not too difficult to imagine that the quota for cattle, beef cattle, 
might be 110 percent in the next month. If the estimates indicate 
that that is what the marketings will be. 

Mr. ANDRESEN. We are dealing now specifically with beef. Of 
course, when the quota is 90 percent, that is 10 percent less than the 
number slaughtered last year. That limits the amount of beef that 
can be slaughtered and put into the retail channels for the consumers 
and it reduces the amount of beef that the people can buy, is that not 
correct? 

Mr. DiSaute. No; it reduces the amount that can be slaughtered 
in a particular period, but does not reduce the amount that can be 
purchased. The purpose of the establishment of the quota is to 
provide a valuable enforcement technique, so that we do not have 
small packers squeezed out or large packers squeezed out by people 
outbidding each other on the livestock market. 

Mr. AnprRESEN. I cannot quite follow you there, but it occurs to 
me that if 1 am a slaughterer and L have been slaughtering 1,000 
head a day that I am reduced then down to 900 a day. That would 
place a limitation on the amount of beef that I would be able to 
sell to my consumers. 

Mr. DiSatue. That is correct, providing you had nothing, that is, 
you were starting from scratch—if you had nothing from which to 
start, that would be correct. 

Mr. AnpreEsEN. If I slaughtered a thousand head a day during 
the month of May last year when there was no war on and no infla- 
tionary spiral and there was a demand for that meat and now I am 
limited to 900 a day and the demand is still there and we have the 
inflationary spiral and the war is on our hands, it looks to me as though 
I will be cut 100 a day in supplying meat to my consumers. 

Mr. DrSauue. It could very well be if the marketings this week 
indicate a larger supply of beef that that quota could be raised to 
110 or 115 or 120 percent, if necessary. 

Mr. Anpresen. The supply of beef a week ago last Monday in 
the 12 markets of the country was 77,600 head. 

Mr. DiSatue. Monday is usually the largest. 

Mr. AnprEesEN. Monday of this week it was down to 41,000. 

Mr. DiSatue. That is right. 

Mr. ANDRESEN. Which was far below what it was a year ago. 

Mr. DiSauie. But the marketings yesterday were pretty normal. 

Mr. AnpresEN. I have not seen the figures for yesterday. Of 
course, I am anticipating that a good many feeders and others will 
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rush their cattle to market now before you put the second roll-back 
into operation on August 1. 

Mr. DiSauue. Well, the market will only take so much before 
it would break below that point. Certainly there would be no induce- 
ment for a producer to sell below the roll-back figure. 

Mr. ANDRESEN. It does place a limitation on the quota, whatever 
quota you have? 

Mr. DiSaue. That is right. 

Mr. ANDRESEN. It places a limitation on what can be processed 
and sold through regular channels. 

Mr. DiSauue. That would prevent a large break in the market. 

Mr. ANDRESEN. Are you aware of the fact that a good many retail 
meat dealers have been unable to get any supply of beef during the 
last 10 days? 

Mr. DiSauue. The last 10 days? 

Mr. ANDRESEN. Yes. 

Mr. DiSauue. We are not aware of that situation as a general rule; 
no. 

Mr. ANpRESEN. Have you made any investigation among the 
retailers throughout the country as to their ability to get beef? 

Mr. DiSatue. We have not made a formal investigation. 

Mr. ANDRESEN. | just wish you would investigate, because you will 
find that most of the retail dealers have been put on a quota as to 
the amount of beef that they can get from the processor, and in many 
instances they cannot get beef at all because of the lack of supply on 
the part of the processor. 

Mr. DiSauue. I am sure that if that situation existed it would 
have been called to our attention, but it has not been. 

Mr. ANprRESEN. They have called it to my attention. I know that 
in my district the retailers there have called it to my attention. And 
I am sure the situation is the same throughout the country. 

Mr. DiSauus. I would like, Mr. Cooley, if I might, to point out a 
few things with reference to some of the statements that have been 
filed with the committee by the producers. 

The CuarrMan. We want you to do that just as soon as Mr. 
Andresen finishes. 

Mr. DiSauue. I thought he was finished. 

Mr. AnprESEN. I did not want to get off the track here. You 
have stations and regional offices throughout the country? 

Mr. DiSauur. Yes; we have. 

Mr. ANpREsEN. Will you contact those offices today and ask them 
to investigate what amount of beef the retailers are able to get? 

Mr. DiSauie. We certainly will. 

Mr. ANpDRESEN. And the reasons why they are not able to get 
yee? 

Mr. DiSaute. I noticed the Washington Post carried a story this 
oi stating that the supply was ample i in the District at retail 
evels 

Mr. ANDRESEN. I * not know. I have not read the Washington 
Post, unfortunately. I did not see that story, but, of course, I can 
see one reason why they may be taking care ‘of- Washington, that i is, 
of course you are here, Mr. DiSalle, and: you would catch it right away 
if we could not buy any beef, but I am thinking about the people 
throughout the country. 
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Mr. DiSatue. I do not buy any beef myself. 

Mr. AnpRESEN. Not even some of these $8 steaks that the restau- 
rants around Washington have? 

Mr. DiSauue. I have developed an allergy to meat, generally. 

Mr. AnprEsEN. I do not know whether you are overweight or 
underweight, but beef, of course, a good steak would not hurt your 
weight. 

Mr. DiSatue. I think I will have to stick to starches. 

Mr. Hitu. Do I understand that the 90 percent limit to mean the 
number of head that the packer buys, or 90 percent of the weight that 
he bought on a certain date? 

Mr. DiSauue. I would rather have you ask that question of one of 
our technicians. 

Mr. Hitz. Did they not figure that out in advance for you? 

Mr. DiSauux. My recollection is that it is the weight, but I would 
not want to be bound by that answer. 

Mr. Hixtu. You do not know whether it is weight or numbers’ 
Let me ask you a further question that bothers me. Take a market 
like Denver. Suppose everybody in the packing business or in the 
purchasing of cattle, fat cattle for the butcher, all of them have reached 
their 90-percent apportionment that you have permitted them. What 
is the situation going to be on that market if none of those packers 
can buy or butcher any more cattle? How would that operate? 

Mr. DiSauue. It is not very likely, Mr. Hill, that in a week or in a 
few days that 90 percent of the quota for that particular market would 
be exhausted. It is hardly likely that anything like that could happen. 

Mr. Hitt. It could happen very easily. 

Mr. DiSatue. It would certainly destroy prices if there was that 
much of a flood to market within a week or a few days. 

Mr. Hitt. Who would be destroyed? That is the point that 
bothers me. Who would be destroyed, not the packer? Here is a 
man who ships in, we will say, four or five carloads of fat cattle 
and they are ready for the market. And when he gets there he 
does not have any idea of whether the regular channels of trade 
have purchased their 90 percent or whether they are down to 60 per- 
cent. What is the situation? 

Mr. DiSatie. I was going to say, to finish the answer to your 
question, that in the event that should happen we certainly are flexible 
enough to make whatever adjustments are necessary. 

Mr. Hitu. That brings me to another question that bothers me 
How flexible is flexibility? Here is a feeder with his cattle on the 
market and no one can purchase them. 

Mr. DiSatie. Within 24 hours. 

Mr. Hitxi. You will make him keep them in the yards. These 
are supposed to be weighed and butchered within a day. You do 
not mean to say he is going to keep them there for 3 or 4 days. He 
cannot do that. 

Mr. DiSauue. If there was any indication that 90 percent of th 
quota for that particular area was going to be exhausted within just 
a few days, we certainly would be in a position to make an adjustment 
almost immediately, the same day, if necessary. 

Mr. Hitt. You are sure going to be in a better position on that than 
you are in answering my questions as to what 90 percent means and 
not have to refer that to three or four different divisions who will give 
different answers. 
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Mr. DiSauxe. There are a great many industries in the United 
States, Mr. Hill, and I do not think there is any one person in the 
world who could be familiar with all of the technical details of each 
one of those industries. 

Mr. Hii. That is just the reason why I oppose this roll-back, 
because you will not be able to control or direct it. 

Mr. DiSatte. I do not pretend to have all of the information. 

Mr. Hii. Furthermore, you will never have it. It cannot be 
found. 

Mr. DiSatue. Anytime anybody is qualified to that extent, I will 
be glad to step aside. 

Mr. ANDRESEN. This 90-percent quota has been in operation now 
for nearly 2 months, so it has been very flexible. Do you anticipate 
that it will remain the same for the month of June? 

Mr. DiSatue. I would have no way of knowing now, but it would 
depend upon what the marketing situation was. 

Mr. ANDRESEN. Is it your idea by limiting the amount of the quota 
and retaining the 90 percent that it saves the supply of meat on the 
hoof, or just what is the purpose of it? 

Mr. DrSatue. Well, it would have the tendency of maintaining an 
over-all balance in the allocation of the meat supply. I think it also 
would have the tendency to prevent premature marketings. And 
also to restrain the competitive situation which might arise and which 
might result in black markets in the event people would be bidding 
against each other for the available supply of meat. 

Mr. ANDRESEN. It seems to me that it would just work in the re- 
verse and it would encourage black marketing when you limit the 
amount that can be sold through legitimate channels. 

Mr. DiSauie. No; we looked into the matter very carefully. We 
feel that it is a protection. 

Mr. ANDRESEN. A protection for whom? 

Mr. DrSatte. A protection for everyone concerned. 

Mr. AnprEsEN. To limit the supply that can go into the market 
irrespective of the fact that our population has increased by at least 
2 million since last year? 

Mr. DrSatuez. As I said, Mr. Andresen, that is subject to overnight 
adjustment if we find the need is there. 

Mr. ANDRESEN. Who makes that decision; do you make that? 

Mr. DiSatue. Yes. 

Mr. AnpREsEN. And I understand you do not eat meat and you do 
not claim to be an expert on meat production? 

Mr. DiSauue. I did not say I did not like it. 

Mr. ANDRESEN. You feel you cannot afford it? 

Mr. DiSatue. I might even be able to afford it, but there is some- 
thing about meat that disturbs me the last couple of weeks. 

Mr. ANpRESEN. A good piece of steak might disturb or excite some 
people when they can get it. You promise now that you will contact 
your district and regional offices to make an investigation to see what 
supply of beef is available for the retail trade? 

Mr. DiSatte. Yes; we will. 

Mr. AnprREsEN. And may we have some information from you on 
that before the end of this week? 

Mr. DrSatue. As soon as we can compile it. We want to give you 
as accurate a picture as we can. 

84040—51——22 
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Mr. ANDRESEN. You have got some pretty big staffs throughout 
the country and I hope this will give them a job to do. 

Mr. DiSatie. They have got some pretty big jobs to do, yes. 

The CuarrMan. On the question of the first roll-back, now that we 
are about to conclude interrogating you about that, I am still in the 
dark. If I understand your testimony this morning, you do not 
know how much money, or even approximately how much money, is 
involved in the first roll-back. I had assumed that the figure $700 
million to $750 million was accurate, because that is the figure we have 
been using, and I thought that you had substantially agreed to the 
figure of $700 million to $750 million. 

Mr. DiSatue. | had the figure that would eventually result in 
saving to the consumer $700 million. 

The CuarrMan. That is for the next two roll-backs, I understand, 
will involve that. 

Mr. DiSauue. That is the result—that is the end result of our total 
operation. 

The CuarrmMan. And that totals 9 percent, that is, the next two. 

Mr. DiSauie. Approximately 9. The third one has not been fixed 
at all. 

The CHarrMaNn. The third one? 

Mr. DiSauue. We use an approximation of 9 percent, 414 cents per 
pound on each roll-back. 

The CHarrMan. Well, now, the first roll-back amounts to about 10 
percent, does it not? 

Mr. DiSatue. The first one is about 10, yes. 

The CHarrMan. We do not know how much is involved in the first 
roll-back. 

Mr. DiSauue. No. 

The CHarrMan. We do not know what effect that roll-back will have 
on the producer from a dollars and cents standpoint—we do not know 
how much the consumer is going to benefit—we do not know how much 
the handler, the processor and the packer and the wholesaler, the 
merchant or the retailer, as such, is going to benefit by this first roll- 
back. So it seems to me that we are without the information that we 
ought to have. 

I was just wondering if you, or Mr. Erikson or somebody else in 
the department, are not in a position to give us the information to 
show us the breakdown of the benefits to be derived from this order by 
the different segments? 

Mr. DiSauue. Well, I do not know whether Mr. Erikson is in that 
position at the moment or not. 

The CHarrMAN. It seems to me that somebody there should be. 

Then that brings to mind the fact that the workers in the meat 
industry have just gotten a raise of 9 cents an hour, according to this 
press report, and that amounts to more than 10 percent above the 
level of January 15, 1950. That is from the paper that Mr. Abernethy 
had here, the CIO News. Will it be necessary for you to pierce the 
ceilings and make the readjustments to change the orders that you 
have already issued so as to compensate for this increase of 10 percent 
which goes to the wage earners in the meat industry? 

Mr. DiSauue. No application has been filed with our office for an 
increase in price as a result of that wage increase. 

The Cuatrman. It is rather strange that your roll-back is 10 per- 
cent and this increase in wages is 10 percent. I am wondering if the 
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demand for wages in any degree influenced your decision in the roll- 
back. 

Mr. DiSauue. No, it did not. 

The CuarrMan. So the roll-back was not made in contemplation 
of a possible increase in wages? 

Mr. DiSauue. No, it was not. 

The CuHarrMAN. It was purely coincidental if it happened I suppose? 

Mr. DiSauue. We gave it no consideration whatsoever. 

The CHarrMAN. Would not this increase in wages have the effect 
of just nullifying the order rolling back 10 percent to the margins of the 
processors? 

Mr. DiSatue. I would not know what effect the increase in wage 
would have. 

The CHarrMan. Well, if you rolled it back and increased their 
margins 10 percent, and then the workers come along and take 10 
percent off. 

Mr. DrSatue. I suppose there are some other costs in addition to 
wages. 

The CuarrMan. Oh, yes, certainly there would be other costs, but 
I imagine that is primarily the one great cost. 

Mr. AperNetHy. On that point, Mr. DiSalle, you stated a moment 
ago that the eventual result of these orders would be to create a fair 
relationship between the producer and the processor and the packer 
and the retailer, and so on, and you have just stated that these orders 
were entered without regard to the increase in wages. 

Assuming what you say is true, and in using the word ‘‘assuming,”’ 
I hope you will not misunderstand me, but assuming what you say is 
correct that your orders have created a fair relationship, when this 
new wage ceiling goes into effect then you must concede that it must 
be added to the various portions of the dollar that go to the packer, 
processor, and retailer? 

Mr. DiSatue. We certainly had no way of knowing what the Wage 
Board was going to do in this particular case. 

Mr. ABERNETHY. But it has to be added to the cost in the long 
run, does it not? 

Mr. DiSatie. And we certainly have no way of knowing just 
what the industry will do as far as applying for price relief is con- 
cerned. At the time they do, if they do, then we will make a study 
of what effect the wage increase has on the cost picture, so far as the 
packers are concerned, and make a decision at that time. I certainly 
am not in a position to give an off-the-cuff opinion as to what a cost 
increase is going to have on the price picture. 

Mr. Apernetuy. But you have testified this morning that these 
orders would create a fair relationship and a fair breakdown of the 
meat dollar. Now, if that is true, and I am going to assume for the 
sake of this question that it is true, then the increase in labor costs 
must be reflected in future prices, must they not? 

Mr. DiSauye. Not necessarily. 

Mr. AperNneruy. Then if they must not necessarily be reflected, 
then your statement that a fair relationship has been created by these 
orders is not necessarily true? 

Mr. DrSauie. We do not know in the course of a month what new 
productive techniques may be employed that would offset that. 

Mr. Asernetuy. That is an outside possibility. 
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Mr. D1rSatuie. Not an outside possibility. It is a very definite 
possibility. Those are the things that we have to consider. We do 
not know whether they will be employing as many people in a month 
from now as they were a month ago. We do not know whether they 
have developed new processes that will increase their return from othe; 
types of operation, and certainly beef is not the only meat that is 
being produced or the only activity of those companies. 

Mr. ABERNETHY. | am not trying to take the position that the 
worker in the plants or any other segment of the meat eeononry is not 
entitled to a raise. I do not know whether they are ornot. I do not 
take the position that these people are not entitled to a raise. I am 
simply trying to find out if they do get the raise, which they are going 
to get, whether or not it is going to be reflected in the price of the meat, 

Mr. DiSauue. I could not give you that answer because I do not 
know. 

Mr. AnerNnetuy. Then you must concede that you are not certain 
whether or not your breakdown brings about a. fair relationship be- 
tween the processor, the producer, the packer, the tranporter, the 
wholesaler and the retailer? 

Mr. DiSauue. At the time we issued the order under the conditions 
existing at that time we felt that the relationship was reasonable. 

Mr. ABERNETHY. You have stated this morning that you are going 
to supply us this afternoon or tomorrow with a breakdown as to who 
is going to get this $750 million, or whatever the figure might be. | 
would like to call to your attention that when you were last before the 
committee you were asked to do that very thing and I am going to 
read from she record. This is your statement [reading]: . 

I think in the interests of accuracy I would like to furnish that for the record, 

Mr. Poace. Can you give us some approximation right now? 

Mr. DiSauue. I would rather not have to guess at those figures. I remember 
them in a round-about manner. As far as the committee is. concerned, I would 
rather give them the accurate figures. That can be gotten to them within a few 
minutes after I leave here. 

Mr. Poace. All right. We would like to have you break that down because 
I think it is important. 

Mr. DiSauie. We will be very glad to do it. 

Here is what you furnished. You did not furnish a breakdown of 
that 10 percent roll-back. Here is what you furnished. You 
furnished this table entitled, “Under the beef regulations the con- 
sumer’s dollar is distributed approximately as follows.” 

You showed how the distribution of the dollar would be made from 
the producer and all the way up to and through the retailer, but you 
did not break down that 10 percent as you promised to do when you 
were last before this committee. 

Mr. DiSauue. At least I am still consistent in my position, in that 
it is the same. I will furnish those figures for you. 

Mr. ABERNETHY. But you promised to do that before. That is the 
point I am making. We have not gotten it yet. 

Mr. DiSatte. Evidently the hearings have not been concluded. 

Mr. ABERNETHY. But you furnished the wrong data. 

(The following information was submitted :) 


REDUCTION IN THE PRICE oF CaTTLE EFFECTIVE JUNE 4, 1951 


The farm price of cattle rose 12 percent between January 15 and April 15, 1951, 
whereas prices for dressed meat were frozen at the January level. This placed 
the meat industry in a price squeeze and correction of the situation required 
either an increase in consumer beef prices or a reduction in the price of cattle. The 
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latter method was selected for reasons which have been set forth in the record 
before the committee. Questions as to the magnitude of the reduction and as to 
the beneficiaries of the price adjustment have been raised by the committee. 

Because of the feeder situation, the reduction was least in the better grades and 
somewhat more in the lower grades. At the Chicago market the Prime, Choice, 
and Good grades were reduced about 7 to 8 percent from the average April 1951 
price. The reductions in these grades at markets outside the Cornbelt area were 
somewhat smaller. At Fort Worth, Baltimore, and Los Angeles, for example, the 
reduction averaged less than 5 percent. 

This small reduction in the areas away from the Corn Belt develops from the 
fact that in establishing prices for meat and livestock, an incentive was provided 
to eneourage the movement of meat from the surplus areas to the large consuming, 
deficit-producing areas. As a consequence, prices of cattle in those areas located 
away from the Corn Belt section of the country have been placed at a higher 
level relative to Chicago than has pertained historically. For example, in 1950, 
the Baltimore average price for good grade cattle was $1.70 per hundredweight 
below the Chicago average price, whereas under the OPS regulation, the Baltimore 
price is placed at $0.95 per hundredweight above Chicago. The San Francisco 
average price of good grade beef in the first quarter of 1950 (only part of 1950 for 
which data are available) was $2.98 below the average price at Chicago, whereas 
the OPS regulation places the San Francisco price at $0.75 over Chicago. Simi- 
larly, for Fort Worth, the average price for good in 1950 was $2.13 below Chicago, 
whereas the OPS regulation places Fort Worth at only $0.45 below... Furthermore, 
OPS permits packers to add to the maximum permissible price for cattle, from 
one-half to 85 percent of the freight incurred in moving the cattle from purchasing 
point to slaughterhouse. These factors (the higher than normal price relationship 
between outlying areas and Chicago, and the freight adjustment) both have the 
effect of lifting the general average of cattle prices above those prices specified for 
the Chicago market. It follows that the average reduction in cattle prices, effec- 
tive in June 1951, for the country as a whole, was less than for Chicago where the 
reduction was about 10 percent. 

The committee has requested an indication of the magnitude of the reduction 
in terms of total dollars. . This could be obtained on a rough basis by multiplying 
the volume of cattle marketing by the average reduction in the unit price. As 
has been presented to the committee, the reduction in price effective in June is 
about 10 percent or about $3 per hundredweight at Chicago. As explained above 
the average reduction for the country would be less—perhaps not more than $2.50 
per hundredweight. On the basis of the estimated slaughter for the remainder of 
the year this reduction in dollars would amount to $260 million.! 


10.5 billion pounds liveweight K $2.50—$260,000,000 


Attention, however, must be given to the fact that meat prices were frozen at 
the January level, and that the cattle industry as a whole benefited from the fact 
that no controls were placed on cattle prices in the January freeze. Feeders 
benefited from this situation because cattle they purchased last fall and sold 
between February 1 and June 1 brought a higher average price than they would 
have had live cattle prices been controlled in January. Generally, such returns 
were at record levels. The primary cattle producer benefited both on his sale of 
slaughtered animals and his sale of feeder stock during the same period. It would 
appear that cattle prices during the entire period, February 1 to June 1, averaged 
for the country as a whole about 7 percent in excess of the reflected prices which 
became effective June 4, 1951. 

During the period February 1 to June 1, approximately 4,900 million pounds 
live weight of cattle were slaughtered. This volume selling at approximately 
7 percent in excess of current reflected ceilings means that cattle sellers obtained 
about $110 million in excess of the amount they would have received had ceilings 
been imposed upon them in January at a level equivalent to the current ceiling 
prices. 

The beneficiaries of the cattle price reduction effective in June 1951 cannot be 
completely ascertained. The packers, wholesalers and retailers were given what 
is considered a fair margin for their operations. As has been previously pointed 
out in testimony before this committee, the producers’ share of the consumers’ 
beef dollar is normally about 70 percent. During February, March, and April 
1951 this share rose abnormally to 76 percent (revised figures from the U. S. 
Department of Agriculture). The reduction in live cattle prices will leave the 
producer with 70 percent as has normally been the case. 


‘ Based on 1950 slaughter—June to December. 
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Mr. Poacr. May I concede that the record is correct, because it 
appears that we need to keep the record straight. The chairman asked 
you a few moments ago some four questions, and asked them all and 
I do not believe there were any specific answers given, although | 
understood that you were nodding your head at the time. I would 
just like for the record to show. It would be unfair to you if the 
record shows that you answered them in the affirmative when you 
intended to answer them in the negative. We want to be sure that 
the record directly reflected this thing. 

He asked you, first, in summing it up, whether it was not correct 
to say that you did not know the amount in dollars of the present 
roll-back. Is that or is that not a correct statement? 

Mr. DiSatue. The first roll-back? 

Mr. Poaae. Yes. 

Mr. DiSaute. Yes, I think that is fair. 

Mr. Poags. Second, that you did not know either now or at the 
time that you placed this in effect, the first roll-back, the effect that 
it would have on the producers of cattle? 

Mr. DiSauue. I do not think that is a fair statement. 

Mr. PoaGcr. You do not think so? 

Mr. DiSatue. No. 

Mr. Poace. All right, let us see what there is about it that is 
unfair. 

Mr. DiSauue. We did know the effect. We knew what the amount 
would be per pound reduction and we took into consideration the 
effect that it would have on the producer when we issued the regula- 
tions. 

Mr. Poacre. How did you get that—did you get that from the 
industry committee? 

Mr. DiSautue. We got that from the industry advisory committees. 
We got that from the Department of Agriculture. We got that from 
other sources. 

Mr. Poacr. From the Department of Agriculture. You gave us 
certain figures that you got from the Department of Agriculture. 
They are the figures that Mr. Cooley refers to that came to you 
through the Washington newspaper and in turn back to the Depart- 
ment of Agriculture. Those are the only figures you got from the 
Department of Agriculture. 

Mr. DiSautue, The only figures that we got? No, those were not 
the only figures. You mean the figures that I 

Mr. PoaGce. The only figures that you gave to the committee. 

Mr. DiSatue. That I quoted from—the figures that I quoted from 
the clipping? 

Mr. PoaGer. Yes. 

Mr. DiSatue. Those were not the only figures that were taken into 
consideration. 

Mr. Poager. All right, but they are the only figures that you sent 
up to this committee as being the figures on which 

Mr. DiSatue. No, I do not think that is right. 

Mr. Poage. All right. What else did you send? 

Mr. DiSauue. I cannot find it in the record right now, but I am 
sure that we submitted figures showing what the total result would 
be of the roll-back on the producer and on the feeder. 
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Mr. Poace. And those are figures that you got from the Depart- 
ment of Agriculture that you sent up to the committee. They are 
not included in that reference. The newspaper article, as I under- 
stand, made reference to the cost of feeding in the intermountain 
region—that i is What you are talking about, is it not? 

Mr. DiSauue. I think the figures we finally submitted were figures 
that we secured from a three-State study showing that feeding 
(eon 

Mr. Poace. That is the intermountain region. That is the report 
that Mr. Wells came before the committee with last week, Mr. Wells, 
the Chief Statistician of the Department of Agriculture, and said 
that he did not consider those accurate figures and he would not care 
to use them. I believe we will find in Mr. Wells’ testimony that he 
says that we have no recent or comprehensive studies similar to the 
intermountain. He says, relating to that, Mr. Hope asked the 
question: 

Your bureau does not accept this, speaking of that intermountain study as 


being a figure which had an interrelation to the actual receipts and production 
costs and other items in that area? 


and Mr. Wells said: 


I say it might be a rough forecast, but we would prefer to approach the problem 
in considerably more detail. 

That then is as far as you went with the Department of Agriculture. 
[ want to understand about these producers that you discussed it 
with. 

Did you, Mr. DiSalle, ever actually discuss it in any meeting with 


one of these advisory committees? 

Mr. DiSauue. No, I did not myself but I did discuss it with live- 
stock producers. 

Mr. Poace. You did call into the city of Washington a group of 
people and tell them that they had been named as an advisory com- 
mittee? 

Mr. DiSauue. That is right. 

Mr. Poace. And invited them to come here at their own expense 
to advise you, did you not? 

Mr. DiSauue. That is right. 

Mr. Poacr. When they got here they never advised you and you 
gave them no opportunity to advise you, did you? 

Mr. DiSauue. Well, Mr. Poage, I think that you realize that we 
have now in the neighborhood of 235 or 245 industry advisory com- 
mittees. They are meeting at the rate of 15 to 20 a day. I cannot 
personally be present to meet with each one of those individual ad- 
visory committees. The people who are primarily charged with the 
responsibility of operating those departments do meet with industr y 
aulvisory committees and: ‘do get their reactions and their advice. 

Mr. Poaae. I understand that. 

Mr. DiSatue. And they transmit it to me in the form of memoran- 
dums or in the form of regulations, and I have to make the final 
decisions. 

Mr. Poager. I do not want to be unfair and say that the fact that 
you did not personally meet with them would probably be cause for 
criticism, but we did have two members of your Livestock Advisory 
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Committee who testified before this committee and they said that 
nobody asked their advice, nobody sought it, and that they them- 
selves thought that this was a wrong order and that they were under 
the impression, whether rightly or wrongly, that your organization 
was not going to roll these prices back, certainly not beyond January, 
and that as official members of your advisory committee they had to 
come here and seek an audience and had to get certain Senators to 
make opportunities for them to appear and be heard, rather than an 
an opportunity to discuss with any of your officials. We were told 
that there was one meeting held of this advisory committee, and then 
all of those who seemed to have an opinion of their own somehow or 
another were just left out in the cold, and thereafter had to force 
their way in. 

The knowledge that you had on the effect on the producers was from 
your advisory committee and from the Department of Agriculture 
and we have had pretty substantial discussions on what the advisory 
committee gave you and what the Department of Agriculture gave you. 

Now, was there any other specific source? 

Mr. DrSauue. Independent discussions with various livestock pro- 
ducers. 

Mr. Poace. Independent discussions. Would you care to name 
any of those producers or would you consider that confidential? 

Mr. DiSatue. No, I would not consider it confidential. I would 
be glad to try to find from my records who they were. We see a 
good many people in the course of a month. 

Mr. Poacer. That is right. 

(The following information was later submitted:) 


ConsvuLtaTions WitH CaTTrLe Propucers AND FEEDERS Prior To ISSUANCE oF 
THE Breer AND CaTTrLE REGULATIONS 


The Cattle Industry Advisory Committee met March 27, 1951, to discuss a 
proposed draft of CPR 23 (live cattle). The members of this committee are as 
follows: E. Howard Hill, president, Iowa Farm Bureau Federation, Minburn, 
Iowa; P. E. Williams, Crescent Valley Ranch, Davenport, Fla.; John Guthrie, 
Portersville, Calif.; Don L. Short, Medora, N. Dak.; Alan Rogers, Ellenberg, 
Wash., C. B. Watson, De Kalb, Ill.; Jay Taylor, Amarillo Building, Amarillo, Tex.; 
Frederick Sherer, Coleridge, Nebr.; Frank B. Davis, Greeley, Colo.; C. J. Kaney, 
Kansas City Live Stock Exchange, Kansas City, Mo.; Albert K. Mitchell, Albert, 
N. Mex. 

In addition to the above members of the committee, the following people from 
the industry were present for a part of the meeting: Theodore Anderson, Missouri 
Livestock Association, Montreal, Mo.; John L. Olson, Nobels County Livestock 
Improvement Association, Worthington, Minn.; Herman Moser, Texas Cattle 
Raisers’ Association, Moser Ranch, De Kalb, Tex.; Richard Stephens, Crawfords- 
ville, lowa.; Fred M. Tomlin, Pleasant Plains, Ill.; Waldo W. Weeth, Coalinga, 
Calif.; Roland H. Mullinix, Woodbine, Md. 

In January the OPS appointed three cattle consultants, namely, John H. 
Guthrie, Porterville, Calif.; Alan Rogers, Ellenburg, Wash.; and Don Short 
Medora, N. Dak. At one meeting of these gentlemen with Mr. J. B, Hutson, 
Director of the Food and Restaurant Division, and Mr. A. L. Erikson, Assistant 
Director, Mr. Loren Bamert of the American Livestock Association, was preseut. 

The office consulted with members of the Corn Belt Feeders Association on 
several occasions in Washington and on March 3, 1951, in Chicago. 

In addition to the above, a group of livestock associations and packer groups 
met with Messrs. Alan Valentine, and Michael DiSalle on January 10, 1951, to 
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explore the whole question of whether there should be price controls on meat and 
livestock. Associations and groups represented at this meeting were as follows: 


American Farm Bureau Federation Illinois Agricultural Association 

Kansas Live Stock Association Iowa Farm Bureau Federation 

American Meat Institute National Society of Pure Bred Record 

National Beef Breeders Association Association 

National Live Stock Exchange Joint Live Stock Committee 

American Stock Yards Association National Committee of Order Buyers 

National Assn. of Retail Grocers and Dealers 

National Lamb Feeders Association National Wool Growers Association 

Central Live Stock Association, Ine. Missouri Farm Bureau Federation 

Texas & Southwestern Cattle Raisers National Live Stock Producers Associa- 
Association tion 

National Independent Meat Packers Independent Live Stock Marketing 
Association ; Association 

Western States Meat Packers Associa- American National Cattlemen’s Associa- 
tion tion 


Mr. DiSauue. One group included livestock producers from Ne- 


braska, Missouri, Illinois, Iowa, and another group were livestock 


producers from Texas. Another were livestock producers from other 
States that came in. I talked to a good many of them. 

Mr. Poags. Did any of them tell you that it would be wise to roll 
this back? 

Mr. DiSatue. No, absolutely not. 

Mr. Poace. Did any of them tell you that if you rolled back prices 
an average of 19 percent that you could continue to expect to get the 
same degree of production that you have been getting? 

Mr. DiSauue. We never discussed a fixed percentage, but the 
general opinion of most livestock producers was that any roll-back 
at all would interfere with production and create black markets and 
that, in fact, without going into the ‘question of roll-back, when we 
just discussed the control of livestock, they said it would produce the 
same result, lack of production and black markets. 

Mr. Poace. Did you ever discuss with any of these groups or 
suggest to them that you had in mind a roll-back further than the 
date on which you had frozen retail prices? : 

Mr. DiSauue. Never discussed the percentage of roll-back or how 
far back we might go. ; 

Mr. Poagce. Let us get that straight. Did you not talk about a 
possible roll-back to January 25? 

Mr. DiSauue. I discussed roll-backs generally, but merely for 
example. One man who came in said to me, ‘“ Now, I know there is 
going to be a roll-back.” And he further said, ‘‘We can get along 
with a small roll-back, but do not make it very large.” 

Mr. Poaae. Let us go on to the next one of those. 

Mr. Cooley also asked if it was not a fair statement to say that you 
did not know who would get this present roll-back? 

Mr. DrSauue. Yes; J think that is fair. 

Mr. Poage. All right. Now, then, is it a fair statement to say 
that you do not know who would be the beneficiaries—of course, 
that is obviously speaking of the same thing. 

Mr. DiSauue. I will go back to my original statement in which I 
said that the eventual result will be $700 million saving to the con- 
sumer. 
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Mr. Poace. We are talking about this present 10-percent roll-back 
which the consumer does not get or, at least, you have just now said 
that you do not know what percentage he would get of it. Conse- 
quently, if you do not know what he is going to get out of it, I do not 
know how you can say sat he is going to be the beneficiary. 

Mr. DiSauxe. The first roll-back I would not know just what part, 
how it would break down. 

Mr. Poage. All right. 

The CuarrmMan. Mr. Hope. 

Mr. Hopr. There are two things particularly that have disturbed 
me about this situation and I have not been helped any by the state- 
ments that you have made here before the committee, either today or 
on the other occasion. Those two things are, first, the apparent 
very casual way that your Office proceeds to operate in making deter- 
minations which go to the very foundation of the economic life of 
this country; and the second is the element of deception—I am going 
to call it that—that has gone on from your Office. I am not charging 
you, and I am not charging any individual just at the moment, cer- 
tainly not you, at any time, but there has been plenty of testimony 
before the committee, and I can go on the stand myself and testify if 
necessary, that numerous people were told by responsible people in 
your Office that there would be no roll-back past the January 25 date. 
And I recall when I asked you about that the other day, you said you 
had not made any such statement and that no one had authority to 
make such a statement except yourself, but there are people in your 
Office who are supposed to have some authority to make such state- 
ments who did make them. That has created a situation which | 
think is always very bad in that it lessens people’s confidence in Gov- 
ernment and in Government officials which at this particular time is 
certainly a very serious thing to have happen. 

I want to discuss with you just as briefly as I can some matters 
that were talked about the other day with reference to the information 
which vou and your Office had when it proceeded with the roll-back so 
far as live animals were concerned. 

You will recall that at the time of your previous appearance you 
were asked upon: what figures you based the roll-back of 10 percent 
and later roll-backs of 4 percent, two of them, one on the Ist of 
August and one on the Ist of October, and you referred at that time 
to a newspaper article and you stated you would put that article in 
the record, which you did, and it turns out to be an article by Mr. 
John W. Ball, of the Washington Post. It is not dated. So I do 
not know what particular period it covers. 

It states that some feeders have made as much as $100 per animal, 
and it is based upon an interview that Mr. Ball probably had with 
Charles Burmeister of the Bureau of Agricultural Economics. We 
ask you then if you had any other figures upon which you based your 
action and you said you thought you did, and you were asked by the 
chairman of the committee, Mr. Cooley, the following question: 

Could vou furnish for the record now or hereafter any information as to the 
margin which you intend to leave for the farmer? We are saying you left no 
margin at all for the farmers. Now you certainly ought to know. Somebody in 


the Department ought to know how much margins you intend to leave. That is, 
taking into consideration the general cost of production. 
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Your reply was— 


I will be very happy to furnish those figures. 


In response to that you submitted to the committee a single sheet 
of paper about this size (indicating) with far less figures on it than this 
sheet of paper has and it was headed “Cost of producing cattle and 
margin to the producer.” And reading down a little farther it states 
that these figures came from a publication called Commercial Family- 
Operated Cattle Ranches in the Intermountain Region. 

Those are the only figures that you submitted to the committee as 
being the basis upon which you determined the effect of this roll-back 
upon the producers of cattle. 

According to these figures, which contain just five items, one is 
cash receipts, ope is cash expenses, another value of meat and produce 
used on the farm, the net income, the inventory of live animals. 
That is for the year 1947. 

Somebody in your office has projected these figures in such a way as 
to show that the net income per animal in the intermountain region 
in October 1951 ought to be $77.32. Those figures are so obviously 
wrong and shocking to every cattle producer and everyone who knows 
anything about the matter, that we asked Mr. Wells, the chief of 
the Bureau of Agricultural Economics, which published this publica- 
tion entitled “Commercial Family-Operated Cattle Ranches in the 
Intermountain Region” to give us the entire publication, which he 
furnished to the committee and also to give us the Bureau’s best esti- 
mate as to the cost of producing beef cattle in the intermountain 
region. Mr. Wells has done so, basing his figures on the best informa- 
tion that they can get and showing what the cost was in 1947, which is 
the basis of the figures you used but which turns out to be far different 
when you get them in full and projecting those figures for 1950, based 
on the best information that can be secured and then giving us some 
tentative figures for 1951, based on the best information available to 
the Bureau of Agricultural Economics. 

I want to say that this information furnished by the Bureau of 
Agricultural Economics shows that the intermountain region so-called 
embraces a part of the States of Colorado, Wyoming, Idaho, Oregon, 
the northern part of Nevada and Utah, an area which is a small pro- 
ducer of cattle as compared with the main producing sections of the 
country and one which is not typical at all in any sense in the produc- 
tion of livestock in this country. But these figures as worked out by 
the Bureau of Agricultural Economics are here, and I shall ask, Mr. 
Chairman, to put them in the record after I finish with them. They 
show that in 1947 the total cost per hundred pounds of producing beef 
in this area was $15.30 and that the average ranch price of all cattle 
sold was $18.78, showing a profit of about $3.50 per hundred at that 
time, 

For 1950 the figures as supplied by Mr. Wells show that the total 
cost per hundred pounds was $20.95 and that the average ranch price 
of all cattle sold was $23.33 which would leave a profit per hundred 
pounds of $2.60, approximately. 

Mr. Wells has projected the figures for 1951 showing a cost of 
$23.27, practically the same as the price received for cattle in 1950, 
so that if the price received this year were the same as the average 
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price received in 1950 it would just about cancel out. There wou 
be no profit on the average operation in this particular area whic}, 
is a peculiar area in many ways and particularly because most of thie 
ranches use a large part of Government land upon which they pay a 
comparatively small rental. It is not high-priced land in any sense 
of the word. 

But assuming that the price which is received this year is as goo 
as that in 1950, and I think that is assuming a good deal, becaus» 
this roll-back would in many cases carry prices back further than 
the average of 1950, the average operator in that territory would 
just about break even. Of course, that means that everybody below 
the average, and that would include half of the production, woul 
lose money. He would not break even. 

Do you believe that under those circumstances we can expect 
people to stay in the business, especially the one-half who are going 
to take a loss under those circumstances? 

(The information quoted by Mr. Hope is as follows:) 


Approximate cost of producing 100 pounds (live weight) of beef on commercial 
family-operated cattle ranches, intermountain region, 1947, 1950, and 1951 





1947 


1950 


Tentative 
1951! 





Feed bought (including grazing fees) 
Livestock expense 

Seed 

Hired labor 

Power and machinery 

Building repairs 

Taxes (on real and personal property) 
Miscellaneous costs 

Net depreciation 


Total operating expense 
Interest on current investment at 5 percent___- 


Cost excluding operator and family labor 


Hired wage rates per hour 


Operator and family labor at hired wage rates__......-..._.__- 


Total cost 


Gross production of beef (100 pounds live weight) ____- 


Operating expense per 100 pounds_- 


Cost (excluding operator and family labor) per 100 pounds. __- 


Total cost per 100 pounds 
Average ranch price of all cattle sold 


EEese 


82 


wn 


_ 


$277. 00 
389. 00 
66. 00 
526. 00 
1, 623. 00 
206. 00 
900. 00 
116. 00 
33. 00 
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2, 010. 00 


2, 815. 00 


2, 978. 00 





8, 161.00 


10, 575. 00 


11, 501. 00 





533.5 


504. 8 








$5. 18 
11. 53 
15.30 
18. 78 





$8. 38 
15.37 
20. 95 
23.33 








11950 cost rates adjusted in accordance with change from 1950 to March 1951 in index of prices paid for 
individual items used in production. Indexes of changes in cost rates in the intermountain region were used 
whenever available. For other items the index of changes in cost rates in the United States were used 
Change in wage rates is change from the 1950 average to April 1951 in Utah. 


Source: Unpublished data, Division of Farm Management and Costs, BAE. 
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Organization, investment, income, and expenses of commercial family-operated 
cattle ranches, intermountain region, 1950 


Total land in ranch (excludes public range) 1, 658 


166 
Other cropland 
Pasture and other land 1, 476 


Animal units months of pasture on public lands ee. 934 

Total number of cattle Jan. 1, 1950 206 

Number by class not available for 1950, but for 1947 they were as follows: 
NIN ee aes Sade eee ee ac eaa cw etdewune 205 


Milk cows 

Beef cows 2 years and over 
Heifers 1 to 2 years 

Steers 1 to 2 years 


Total investment Jan. 1, 1950 $70, 643 
Seemann 20 gS Ua eS et ee oe a ec ke deen 26, 551 
Machinery and equipment 
Livestock 


Cash expenditures (including purchase of a few head of breeding cattle)_. 4,025 
Net cash ranch income 


Net ranch income 
Total hours of operator and family labor 
Hours of hired labor 


Source: Farm Costs and Returns, 1950, With Comparisons, 16 Commercial Family-Operated Farms in 
8 Major Farming Regions, F. M. 82, May 1951. 


Proportion of cattle sold by class and qverage weight per head sold, family-operated 
cattle ranches, intermountain region, 1943-47 





Cattle sold—percentage of total sales 


Cattle | 
sold Steers | Steers Total 
Cows | Heifers | 1to2 | 2 years | Calves | Bulls | (2 
years ‘and over| — 
Number | Percent | Percent Percent nt | Percent | Percent | Percent | Percent 
69. 5 32.2 5.9 31. 12.1 1.2 100 
70. 2 30.9 6.5 | 9.4 .8 100 
} 
| 
| 








DRS 


couswne 


69.9 38.0 8.6 9. : 100 
62.8 40. 2 4.8 4 100 
t 66. 6 13.5 
Average 1930-47 59. 3 34.1 7. 2 
Average 1943-47 A7. 31.0 9.4 


5. 

7. . 100 
1. . 100 
2. ‘ 











Average weight per head 
sold, 1930-47__..........- 1,019 689 694 | 














949 











Source: Hochmuth, H. R., and Goodsell, W. D., Commercial Family-Operated Cattle Ranches, Inter- 
mountain Region, 1930-47, Organization, Costs, and Returns, F, M. 71, table 8, p. 12. 
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Mr. DiSautue. Mr. Hope, I would like to follow your statement 
point by point. 

First of all, you say you were disturbed by our casual approach to 
these problems. 

Mr. Hope. Yes. 

Mr. DiSauxe. I would like to describe to you just briefly how 
careful we were in approaching this problem. 

First of all, we had begun studies on livestock before January 25. 
At the time we issued our general ceiling price regulation we did not 
cover livestock because we felt that it was a highly complicated subject 
and deserved more study. And so we went along during February, 
March, April, continuing our studies, talking to people, making 
every determination possible before we issued any regulation. 

I think that process itself is an indication that there was no casual- 
ness about our approach to this problem which we recognized as the 
most important problem we had to face. 

Secondly, you spoke about the integrity of some of the people. 
And I am thankful that you excluded me from that presumption, 
because I am so firmly convinced of the need of integrity in the 
operation of this program, or any Government program, that I would 
not for 1 minute come before this committee or any other committee 
and make any statement which I was not convinced was true as far 
as I was able to determine. And I would never, regardless of what 
would happen, issue a regulation or affix my signature to a regulation 
that I was not convinced was absolutely fair in its application. 

Thirdly, as far as the statements are concerned, I would state this; 
that regardless of what efforts might be made in accumulating the 
figures before this committee, that regardless of what confusion may 
be created, the people who are raising the cattle, who are in that 
business themselves, know beyond any question what their position 
is and how well they have been doing and how well it is possible for 
them to do. That does not mean that some individuals may not be 
hurt momentarily. 

Any time we issue a regulation and people have been speculating, 
or if they have taken some position which might indicate inventory 
appreciation certainly they might be hurt by an action of our office, 
and we regret it very much, but in doing the over-all job it is almost 
impossible to take care of every individual regardless of what his 
conduct might have been in the past. 

In the filing of some of these statements before the committee 
and I am referring to a statement here of a producer in Oklahoma, 
in which he said he was raising cattle on a ranch worth one-half million 
dollars, that his land, was appraised at $45 per acre. He says his 
costs were $148.68, and out of that $148.68, $110 is used up in land 
cost, cow depreciation and interest, leaving the tangible costs that 
you can actually touch at $38.67. 

In these items the first item is the cost of owning this land, interest, 
taxes, and the expense of upkeep, $33.33, when the total appraised 
value of that land was $45 per acre. 

The cow depreciation is $40. Interest paid out on the cow, $9. 
Depreciation and replacement value of equipment, $5. Eighteen 
percent calf crop loss, $22.68, leaving these items, cake feed actual 
cost $8.05, per head, alfalfa, 12 bales each, at $1, $12. 

He stated, ‘‘I sprayed these cattle six times at 15 cents each, 90 
cents.” 
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Vaccine and veterinary charges $1. 

Labor and expense $11.50. 

Here are some of the figures in the cattle growing area, assessed 
value of cattle land, and I secure these from our regional offices in 
which the cattle represent a large part of the operation. 

The Texas office reports assessed land values from $1 to $50 an 
acre. 

The Kansas City office reports feeder counties, about $60 per acre, 
range counties, about $6. 

The Denver office reports $2.37 per acre. 

Mr. Horr. What office did vou say, the Kansas City office of what? 

Mr. DiSauve. Our regional offices. I asked them to secure this 
information. 

Tax rates, Dallas office, reports the average taxes 26 cents per acre 
on all farm and range lands. 

Kansas City, $1.90 to $2.75 per hundred dollars of assessed valu- 
ation. 

Denver from $5 to $7. 

Land as a cost item in the producing of cattle: Dallas reports 4 
percent. Kansas City reports that there is very little attention paid 
to land cost in the producing of cattle; an feeding up to 5 percent. 
In Denver they said a figure was not available. 

Mr. Horr. How much time did you give these folks to get this 
information? 

Mr. DiSauue. I told them to take what time was necessary. 

Mr. Horr. What time was necessary? How much time did they 
take? 

Mr. DiSatue. They took about 24 hours. 

Mr. Hoeven. Will you vield for a question? 

Mr. Hope. I do not want to be diverted too much. 

Mr. DiSautie. Cow depreciation, Dallas, 10 percent per year in- 
cluding 3 to 5 percent death rate. Kansas City, 10 to 12 percent per 
year. Denver, 10 percent per year, not including 6 percent death 
rate. 

Labor as a factor in cattle production and feeding: Dallas $10 per 
head per year. Kansas City production very small percentage, 
feeding 5 percent. Denver reported reliable figures not available. 

Normal veterinary expenses per cow per year: Dallas, 50 cents per 
head. Kansas City, 25 cents. Devner 1 percent of the cost of 
maintenance of cattle. 

Percentage calf crop per year: Dallas 83 percent, Kansas City, 82 
to 90 percent, Denver, 83 percent. 

Average number of calves in the lifetime of a cow: Dallas, seven, 
Kansas City, five to six, Denver, six to seven. 

When we go to the question of cow depreciation in this figure of $40, 
I do not think it takes any member of this committee too long to 
figure out that that figure is very high, because if that man had pur- 
chased his cow at $200 in 1946 which would be a reasonable figure at 
that time, and that cow had produced four calves for him, and at 
that time he was able to sell that cow as commercial, he certainly 
would not have suffered a loss of $40 per year on that cow. 

Here is another man who includes in his figure $50-—— 

_Mr. Horr. You are speaking about information that has been 
filed before this committee? 

Mr. DiSauue. Yes. 
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Mr. Hope. By cattle producers? 

Mr. DrSatte. That is right. 

Mr. Hope. I think the committee probably can figure that out 
about as well as anybody as to whether a man has padded his figures 
or not. We have had all sorts of figures in here. I do not think the 
committee will be impressed by them unless they stand up under 
scrutiny. 

Mr. idiiian. I am wondering whether the committee cross- 
examined these people to the same extent that they have been cross- 
examining us. 

Mr. Hope. I think some of them have been pretty well cross- 
examined. I have examined a lot of these figures myself. I do not 
know whether these figures to which you refer were submitted hy 
someone who was in a position to be cross-examined or whether they 
were simply filed for the record or what. , 

Mr. DiSauue. I would like to ask the committee for the privilege 
of cross-examining these people myself and asking them to bring in 
the same kind of figures that we would ask other people to bring in 
about their operations for the past 2 or 3 years. 

Mr. Hops. You have had an opportunity for the past 9 months, 
You have not been quite in office that long, but ever since last fall 
you have had an opportunity to study this matter and to bring the 
cattle producers into your office and get figures from them. 

Mr. DiSautie. We have gotten about the same kind of figures 
that have been furnished this committee. 

Mr. Hore. Did it occur to you after you were here the other day 
and admitted that you did not have any figures and submitted one 
little sheet of paper and a newspaper clipping as the basis for your 
order, that you should get your poiitical appointees out in the various 
regional offices who by no stretch of the imagination could be con- 
sidered as experts in cattle producing or any other subject except 
politics, to get you in 24 hours, information which would take the 
Bureau of Agricultural Economics or any other reputable statistical 
organization perhaps 6 months to secure? I hope you do not expect 
that information to dispel my statement that you have approached 
this thing in a very casual way 

Mr. DiSauue. Mr. Hope, up to this point you have been extremely 
fair in your questioning. 

Mr. Hope. I hope I continue to be. 

Mr. DiSauue. And in your statements, but when you refer to these 
men as political appointees, I would like to point out to you that the 
man in Kansas City, Roe Bartle, has been in the cattle business hin- 
self a long time, and——— 

Mr. Hope. I beg your pardon? 

Mr. DiSauue. I said that the man in Kansas City, Roe Bartle, has 
been in the cattle business himself for a good many years, and in adii- 
tion to it, has been very active in the financing of cattle people. | 
would like to point out that Mr. Seely 

Mr. Hope. He is a political appointee, however. 

Mr. DiSauue. I do not know what you mean by a political ap- 
pointee. 

Mr. Hope. He cleared through somebody, did he not, through @ 
political agency? 

Mr. DiSauue. Mr. Seely was selected because of his experience and 
the fact that he is an economist and is a qualified person. Every one 
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of these people were selected on the basis of qualification and have had 
to submit to a post-audit of their qualifications by the Civil Service 
Commission. I would say that in Mr. Bartle we were fortunate in 
being able to get him to accept the position. He is one of Kansas 
City’s outstanding citizens and is known throughout that area by 
people who are in the business and certainly——— 

Mr. Hors. How long has it been since Mr. Bartle has been in the 
cattle business, do you know? 

Mr. DiSauue. I would not be surprised but that he might be in it 
at this point. I do not know what his holdings are right now. 


Mr. Horr. You do not know how long it has been or whether he is 
in the business now? 


Mr. DiSatuie. No; I do not know. . 

Mr. Horr. You, do not expect even as good a man as you say Mr. 
Bartle is, do you, to get statistical information covering a wide area 
on very difficult matters in 24 hours and get you any information that 
would be worth anything, do you? 

Mr. DrSauue. We have gone to the extent of getting, for example, 


in the State of Nebraska, a per county valuation of lands in those 
counties, in each of the counties. 


Mr. Horr. For what purpose? 

Mr. DiSauue. But regardless of how much time is involved I do not 
know whether any member of the committee would want to dispute 
these figures as to their accuracy. 

Mr. Hiri. Mr. Chairman, I absolutely know that the one from 
Denver, Colo., does not even make common sense, let alone any other 
sense, because you cannot say it costs so much to run cattle until you 
tell me how many head you can carry per acre. I know of 160 acres 
of land where you would starve a calf. What are you talking about, 
the Rocky Mountain region? Why, you cannot run them there at 
all, or are you talking about the plain section, the sand hills, or are you 
talking about the irrigated pastures? Now tell me which. I would 
have to know that. 

Mr. DiSauue. We tried to determine averages. 

Mr. Hitz. Who determined it? If you used the political hacks 
that you appointed in Colorado, nobody would believe them, even their 
own friends. You might tell Mr. Hope that you put wonderful 
fellows in, but check your list in Colorado. They are defeated 
Democrat candidates. 

Mr. DiSauue. All of them? 

Mr. Hriit. What do you think? I do not know a single one that 
isn’t. I will buy you that $8 steak if you will point out an active 
registered Republican that holds a good job in your office there. 

Mr. DrSatue. I will be glad to find that. 

Mr. Hitt. Do not look it up. You will only feel worse. 

Mr. DrSatue. I do want to look it up. 

Mr. Hitu. Do not do it, because it will make you feel worse. 

Mr. Horven. Will you please include Iowa while you are at it? 

Mr. DiSauue. I will. 

Mr. Horr. I would like for you to include Kansas also. 

Mr. Lovre. And include South Dakota. 

Mr. Hixu. Do not take time out from your work to look it up. 

Mr. DiSauue. That will be no trouble at all. 
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Mr. Horr. You should be able to get political information more 
accurately than you can get this livestock information. 

Mr. Hit. It is politicians that sent that in, not cattlemen, there is 
no question about that. 

Mr. DiSatue. I would like to add this, as long as we mentioned 
Iowa. One of the first letters I received was from an Iowa banker who 
said that the orders were fair, and he had been dealing in this business 
all his life, and he felt that nobody would go broke in the operation of 
this order. I was not sure whether the man was just a crank or 
whether he had any background, and Lhad him looked up. I found 
out that he was a registered Republican. 

Mr. Hoeven. Just what made you so interested in finding out 
whether he was a Republican or not? 

Mr. DiSauue. I did not try to find out whether he was Republican 
or not. I wanted to find out—— 

Mr. Horven. How did you find out? 

Mr. DiSauxe. Well, in making an inquiry from some banker friends 
of mine I found out that he was a banker, that he had a good repute 
in the community. 

Mr. Horven. Why would you be interested in whether he was 
Republican or Democrat? 

Mr. DiSauue. I was not interested. That information came un- 
solicited, just like this other information about the defeated Demo- 
crats came unsolicited. 

Mr. Hinz. You certainly solicited it before you appointed them. 
It is not an accident that you put them in out in Colorado. 

Mr. DiSauue. It was not an accident that anybody was appointed 
that I know of. 

Mr. Hixu. I dare you to look them up. 

Mr. Hops. You are reciting this case of an Iowa banker being an 
extraordinary circumstance. How many Iowa bankers who are 
active in financing livestock loans do you think would give you that 
same information? 

Mr. DiSauue. I do not think very many if they wanted to continue 
financing livestock loans. 

Mr. Horven. How do you happen to recall a single individual 
letter, can you tell me? 

Mr. DiSauue. The fact that it came from a banker was unusual 
and that it came from Iowa was unusual. 

Mr. Horven. From whom did you get it? 

Mr. DrSatue. Well, I do not remember the man’s name right at 
the moment. 

Mr. Horven. Will you provide me with a copy of that letter? 

Mr. DrSatue. I will get the man’s permission. After all, he is in 
business and giving you that name would be something that might 
hurt him. I would not want to provide it, but if he has no objection, 
I will be glad to do it. 

Mr. Horven. When did you receive the letter? 

Mr. DrSatue. Just shortly after the orders were issued and after 
the first blast came from the cattle producers. 

Mr. Hoeven. You are not going to formulate your entire policy 
upon one letter you received from an Iowa banker? 

Mr. DiSauue. No; in fact our policy —— 
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Mr. Hoeven. I hope that you do not, because you seem to be 
formulating your whole policy based on one single sheet of statistics 
from the Bureau of Agricultural Economics. 

Mr. DiSatxie. That is not so. 

Mr. Horven. That is what the testimony is. 

Mr. DirSatue. Our policy was formulated before I heard from this 
man. 

Mr. Horr. There is a question that I think is most important of 
all. Maybe we have gotten off the track talking about the political 
appointees and politics, and all of that, and if we have, I apologize. 
The question here that is of such far-reaching importance is whether 
or not the effect of your orders is going to be to reduce the production 
of beef in this country so that the people of this country may not be 
able to get it, that is as much as they have been getting. The real 
question that is disturbing this committee is whether the cattle 
producers can break even under this order. We know that a lot 
of them will not be able to. We have had abundant evidence on 
that point. I am sure that you will not contend that all cattle pro- 
ducers can make money or even break even under this order. 

Mr. DiSatue. Are we talking about producers or feeders? 

Mr. Hope. I am talking about both of them. 

Mr. DrSatue. I would say that I know of no case where a producer 
could not make money as a result of this order and very few cases 
where feeders would suffer any great loss. 

Mr. Horr. You do not accept the figures of the Bureau of Agricul- 
tural Economics supplied by Mr. Wells which show that the best 
that a producer—and this is the producer now—in the most favored 
area of the country cannot do more than break even. You do not 
accept those figures, then? 

Mr. DrSatuie. [ would say at the end of the year that man will 
make money. 

Mr. Horn. Then you do not agree with Mr. Wells’ figures? 

Mr. DiSatxe. I might agree with his figures. I do not know exactly 
what those figures show, but he, no doubt, is pointing out that a man 
who bought stockers 

Mr. Horr. No. 

Mr. DrSaute. In February and sold them after the October roll- 
back would lose a little by it, depending on whether he fed them to 
Choice or to Prime or might break even. 

Mr. Horr. No. 

Mr. DtSatue. I would say that same man in his over-all production 
for a year, if he was a commercial feeder, would make money under 
the order. 

Mr. Horr. Mr. Wells’ figures are the same figures that you sub- 
mitted except he has included all of the figures, instead of part of them 
for the intermountain region. They sell all types of cattle—they are 
not feeders—and yet these figures show—I am going to put them in 
the record—that the average producer cannot do better than break 
even. That means that everybody below the average is going to lose 
money. 

If we are going to get into the question of the feeders, I want to call 
your attention to the statement that was made—— 

Mr. DiSautue. Mr. Hope, before we get away from the question, 


you raised the question that the committee was interested in produc- 
tion. 
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Mr. Hope. Yes. 

Mr. DrSatte. First of all, if I was convinced that this order would 
have interfered with production, I certainly would not have signed it, 
1 felt that there was a reasonable incentive left for producing. Since 
that time I have had some information, and I would say it is limited 
information, to the effect that some small feeders who were afraid of 
the market, the condition it was in, had refused to bring cattle into 
their feed lots but they are now preparing to do that. That is an 
indication that production will be increased because it will bring more 
people in than were in before. And I think it will take a great deal 
of the speculation and the gamble out of producing and feeding cattle 
and should have a stabilizing influence on the entire industry to the 
ultimate benefit of the country, rather than any harm. 

Mr. Hore. You mean that your order is going to cause people to 
think they can make more money in the cattle business so that they 
will go into it; is that your contention? 

Mr. DiSauue. I think it will cause them to think that they will 
make money out of the production and the feeding of the cattle and 
that they are not going to be gambling, by buying cattle at high prices 
when the market might break at any moment. 

Mr. Horr. And you think that is the way to increase the production. 
Do you think that is the way to get more labor in this country, to roll 
back wages? 

Mr. DrSatue. To roll back wages? 

Mr. Hope. Yes. 

Mr. DiSatue. Well, I do not know. I know that Walter Reuther 
at one time made the statement that as far as he was concerned he was 
willing to stand for a roll-back of wages in his union if the cost of living 
could have been rolled back to the same point. 

Mr. Horr. Yes; I have had dozens of letters from cattle producers 
who said that this roll-back is all right if you will roll back our ex- 
penses, and I think I can make that offer on their behalf right now. 

Mr. DiSauue. It is very hard to roll back the cost of depreciation. 

Mr. Hopr. It is pretty hard to roll back anything. 

Mr. Hutu. I hope they will roll back taxes. 

Mr. Horr. That is, without seriously disturbing any important 
industry, and that is what you have done here. You have put into 
effect a roll-back which has disastrous effects already and will have 
even more disastrous effects upon a great industry in this country 
which ought to be expanding and which, despite your confidence and 
your optimism, is going to shrink, instead of expand. And I do 
not believe there is anyone in the country today aside from yourself 
who believes that you can get more production by rolling back prices 
or rolling back wages. 

Mr. DiSauur. I do not want to make that statement again, but | 
have made it before this committee and I have made it at other 
places, that it is time that we began to realize that there are other 
incentives besides making excess profits for producing, at a time when 
the Nation is in need, and I think the sooner we approach this thing 
from an honest and a sincere standpoint and begin to tell each other 
the truth, the sooner we are going to be abie to get this country in a 
position where we have to show no fear for anyone. 

Mr. Hope. All right. I agree with you 100 percent, but I do not 
believe and you do not believe that we ought to force people in this 
country to go ahead and produce at a loss. 
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Mr. DrSatue. Absolutely not. 

Mr. Hors. And if the people who know anything about this are 
right and they are people who have had experience in the industry 
for years, who have made their livelihood out of it—if the experts in 
the Bureau of Agricultura! Economics are right, men who have made 
a study of these things for years, there will be a lot of producers who 
cannot operate at a profit under these orders. 

Mr. DiSatue. I think, Mr. Hope, the Secretary of Agriculture 
testified before this committee that although there might be some 
losses because of some people who bought cattle at high prices in 
February, that the over-all result over the year would be to the com- 
mercial feeder, that he would operate at a profit. 

Mr. ANDERSEN. He also said that we would have a decided decrease 
in production of beef animals as a result of this order in 3 years. 

Mr. DrSatue. As the result of this order? I do not remember 
that statement. 

Mr. Hoeven. He made it. 

Mr. Hiut. It is in the record. 

The CuarrMan. He certainly said that we would probably have 
less beef in the future than we have now. 

Mr. Hope. Here it is. 

Mr. DrSatue. I do not think he said that as a result of this order. 

The CuarrMan. I doubt if he said it that way. 

Mr. Horr. This is what he said and I quote: 

Hence, it may turn out that we will slaughter somewhat more beef over the 
next vear or two, and somehat less 3 to 5 years hence, than we would have had 
without the recent price order. 

Mr. Horven. That is at the bottom of page 2 of the Secretary’s 
statement. 

Mr. Hitt. What else can you interpret from that? 

Mr. Horr. You do not question the Secretary’s statement that 
feeders who have purchased cattle since the January increase will 
take a loss under your order? 

Mr. DiSatie. What was that question again? 

Mr. Horr. The Secretary said that table 12 indicates that feeders 
who purchased their stock during the last fall should come out all 
right through June and September. That does not include the 
October roll-back. You will notice that he qualified that. Then he 
says on the other hand that feeders who bought stock at the highest 
prices of February through April will be lucky to break even under 
the June ceiling. And many of those who sell under the August 
ceiling will probably lose money. The table does not include the 
effects of the additional roll-backs scheduled for October 1, since 
OPS has not yet issued a schedule of the prices which will be reflected 
for specific classes of cattle. Do you agree with that statement of 
the Secretary of Agriculture? 

Mr. DiSauue. I would say that the Secretary made that on the 
basis of the best information that he was able to secure. I also point 
out that he limits the ultimate grade of the steer to Choice. 

Mr. Hops. He could not get anything above Choice, could he? 
Do you have the Secretary’s statement there before you? 

Mr. DiSaute. No; I do not. 

Mr. Horr. Table 12 to which the Secretary refers, shows that any- 
one who bought cattle at the average—this is not the fellow who went 
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out and bought at the high—who bought cattle at an average, be- 
tween January and April feeder cattle at those prices which average 
was $34.26 would, under the August ceiling, lose $13.77 and under 
the May ceiling would make $1.98 and, of course, if they carry them 
through October they would have a considerably greater loss than 
the $13.77. 

You have been very careful here about the margins of the packers, 
and J think you should be—TI am not criticizing you for that—but you 
are aware of the fact that this order is going to utterly destroy the mar- 
gins of the producers who have purchased feeder cattle from January 
on down. to the present time? 

Mr. DiSauue. I still say their over-all picture for the year will be 
good, that they will wind up in a good position at the end of the vear’s 
operation. 

Mr. Horr. They are going to get less and less the longer they hold 
their cattle. Ido not understand how they will do what you say. 

Mr. DiSauuer. In a good many businesses over the period of a year 
they will have several loss items, but at the end of the year they will 
wind up as being in a good position as a result of their over-all opera- 
tion. The same thing is true in the feeding operation. If a man buys 
cattle every month in the course of a year there will be some periods 
in which he will make a higher rate or have a higher rate of return and 
some periods where his rate of return will be lower, but the over-all 
picture at the end of the year will show that he will do all right. 

Mr. Hope. I am sure that the cattlemen who are here are mighty 
glad to have your assurance of that, because I know they are not feel- 
ing so optimistic about it. 

Mr. DiSauue. I do not think they need me to tell them that. 

The CuarrmMan. The House is having a roll call. We will have to 
recess the committee now, and we will not ask you to come back, but 
we will ask Mr. Erickson and Mr. Tapp to be here this afternoon. 

We will recess until 2 o’clock. 

(Whereupon, at 12:20 p. m., the committee recessed, to reconvene 
at 2 p. m., on the same day.) 


AFTERNOON SESSION 


The CuarrmMan. The committee will be in order, please. Our for- 
mer colleague, Mr. Boren, wishes to make a brief statement. 


STATEMENT OF LYLE H. BOREN, EXECUTIVE SECRETARY, OKLA- 
HOMA CATTLEMEN’S ASSOCIATION ‘ 


Mr. Boren. Mr. Chairman, gentlemen of the committee, my name 
is Lyle H. Boren, of Seminole, Okla., former Member of Congress, and 
since leaving Congress I have been continuously engaged in cattle 
ranching as a cattle grower, and am at the present time so engaged. 
I ask permission to insert in the record this statement of the Oklahoma 
Cattlemen’s Association. 

The CuarrmMan. Without objection, it is so ordered. 
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(The statement is as follows:) 


STATEMENT OF THE OKLAHOMA CATTLEMEN’s ASSOCIATION TO THE OKLAHOMA 
DELEGATION AND THE AGRICULTURE COMMITTEE 


It is our considered opinion that price control on livestock will not work and is 
impossible to enforce, and we are therefore opposed to it. 

If Congress is going to extend OPS (as cattlemen, we are concerned only with 
that part of section 4 which deals with livestock), we request that Congress write 
into the law a provision which will make illegal the fixing of any ceiling price at a 
level below the price prevailing at the date of the current order (OPS No. 23). 

We further recommend to the Congress that steps be taken to do away with 
slaughter quotas and prevent a system of quotas on slaughters. The quota 
system wrecks normal marketing practices for the producer and is a serious threat 
to the producer and feeder, in that it gives the packer-buver a position of using 
the slaughter quota as a whip to force down the price of cattle at buving time, on 
the basis that his killing quota has been used up for the month. 

It is our understanding that the Office of Price Stabilization is reeommending to 
Congress that the Office of Price Stabilization law (1) be extended for 2 vears: 
(2) that the Office of Price Stabilization be given power to pay subsidies on cattle 
to encourage expanded production; (3) that the Office of Price Stabilization be 
given power to use subsidies in buying cattle in a foreign market; (4) that the 
Office of Price Stabilization be given the power to freeze parity. 

We recommend to Congress on these four points that (1) if the law is extended, 
it be extended for not more than 1 year at a time; (2 and 3) that no subsidies be 
given on domestic or foreign catue, and (4) no freeze of parity be placed on com- 
modities that have no support price—and cattle is in that class. 


LYLE H. Boren, 
Executive Secretary, Oklahoma Cattlemen’s Association. 


Jim Topp, 
J. B. Smita, 
JAKE SIMs, 
BEN ROBERTSON, 
Committee representing the Oklahoma Cattlemen’s Association, the Blue 
Stem Cattlemen’s Association, and the Osage Cattlemen’s Association, 
The CuatrmMan. Mr. Tapp, we are delighted to have you with us, 
and we would appreciate it very much if you will identify yourself for 
the members of the committee and for the record, and give us some- 
thing about your present position with ESA. 


STATEMENT OF JESSE W. TAPP, AGRICULTURAL ADVISER, 
ECONOMIC STABILIZATION AGENCY 


Mr. Tape. My name is Jesse W. Tapp. Since April 23, I have been 
a part-time agricultural adviser to Mr. Eric Johnston, Administrator 
of the Economie Stabilization Agency. 

The CuarrMan. It might be interesting for you to tell us something 
about your agricultural background. 

Mr. Tapp. From about 1920 until about 1928, I was in the Bureau 
of Agricultural Economics of the United States Department of Agri- 
culture, and from 1933 until 1938 I was with the Agricultural Adjust- 
ment Administration in various capacities, finally as Associate Admin- 
istrator, and during World War II, for 3 months, I was Associate War 
Food Administrator with Chester Davis. 

Since that time I have been with the Bank of America as vice presi- 
dent, especially interested in their agricultural activities in California. 

The CHarrMaNn. You now live in San Francisco? 

Mr. Tapp. That is right. 





354 BEEF CEILING PRICE REGULATIONS 


Mr. Poace. Did you say you came here on April 23? 

Mr. Tarp. That is right. 

Mr. Poacr. Had this meat order already been prepared and pro- 
mulgated when you arrived? 

Mr. Tapp. It had not been promulgated. It had been substantia!|y 
prepared. I think it was in the process of being printed. j 

Mr. Poace. You had nothing to do, then, with drawing or preparing 
or advising in the preparation of this meat order? 

Mr. Tarp. That is true. I had some discussions on some of thie 
policy problems in the last stages before it was announced, but nothing 
on the preparation. 

The CuarrmMan. You are Mr. Johnston’s assistant, are you not? 

Mr. Tapp. Agricultural adviser, that is right. 

The CHarrMAN. Well, now, the testimony before this committee 
last week indicated that the beef producers had been led to believe 
that we would have no roll-back orders, and if any order was issued 
affecting the prices of beef, that it would not go back farther than 
January, the date on which prices were frozen. They said the cattle- 
men. [am not attempting to quote any particular person, but the sub- 
stance of their statement was, of their contention that they had been 
led to believe by Mr. Johnston himself that there would be no roll-back 
of the prices, that they had been led to believe that there would be 
no roll-back because of certain messages which had come up from OPS 
to Members of Congress, in response to inquiries which Members of 
Congress had made of officials of the OPS. 

Are you familiar with the statements made by Mr. Johnston with 
regard to that particular subject? 

Mr. Tarp. Well, I sat in one meeting with Mr. Johnston and four 
cattlemen. I am not sure whether they were from Illinois, Nebraska, 
Iowa, but in that general territory. We discussed what their fears 
were about a roll-back, but there certainly was no indication in that 
meeting as to what would be done. There was plenty of discussion 
on the part of the cattlemen as to their concern about a roll-back 
and we listened to their presentation on that subject. 

The CHarrMAN. Was that after the order? 

Mr. Tapp. This was during the week of April 23. 

Mr. Poaae. It already had been written at that time, had it not? 

Mr. Tapp. Yes; it was in the hands of the printer, I understand. 

Mr. PoaGcr. So that their discussion could not have changed the 
wording of the order—nothing that they said could have changed the 
wording of the order—that discussion could not have affected the 
wording of the order, could it? 

Mr. Tapp. Not the wording of the order—I would not think so. 

Mr. Poace. You were not here in March? Did you have any 
connection with Mr. Johnston’s office in March? 

Mr. Tarr. No. 

Mr. Poace. I do not know just why Mr. Johnston asked you to 
come up here. I understand that after we had invited Mr. Johnston 
here yesterday, that he did communicate with the chairman and did 
ask the subject matter on which he was to be interrogated. 

The CuarrMan. He did offer his explanation, Mr. Poage, that he 
had another engagement this morning which was of great importance 
and that he could not possibly rearrange his engagements so as to be 


present this morning, but that he would send Mr. Tapp up to discuss 
the matter. 
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Mr. Tapp. He had to go to Pennsylvania this afternoon. 

The CuarrMan. I indicated to Mr. Johnston that we wanted to 
talk with him about statements which were attributed to him to the 
effect that there would be no roll-back. Mr. Poage wants to talk 
about a statement made by Mr. Johnston back on March 9, 1951. 
Are you familiar with that statement? 

Mr. Tapp. Was that a radio address? 

Mr. Poage. A radio speech on March 9. 

Mr. Tapp. Yes; I have seen it since you mentioned it to him last 
night. 

‘Mr. Poaar. May I read just a short excerpt from that so that we 
may understand what we are talking about here? In this radio speech, 
as I have it taken down, and I want to find out if I am correct in this, 
in speaking of the roll-back, Mr. Johnston said: 


If these orders went out, I’m sure that all of us who like steak, or need a new 
suit or new coat, would cheer the announcement. 

That is relating to roll-backs. 

You’d cheer if the order didn’t threaten to destroy your business; or threaten 
you with the loss of your farm, You might applaud that roll-back if it didn’t 
wipe out your job or cut your wage or salary back so far you couldn’t meet install- 
ments on your car or the mortgage payments on your home. 

Think about it that way. For that’s what could happen if we arbitrarily 
shoved down the price of meat or suits or anything else to last year’s figures when 
production costs—and wages—were lower too. 

Would you want us to do that? Would you want us to tailspin the economy in 
trying to stabilize it? 

You might still cheer a roll-back order such as that if you could really get the 
steak you like or the suit you want. But the chances are you couldn't. 

They’d disappear from your butcher’s counter and from the racks in your 
clothing stores. You might find plenty of beef, yes. Plenty of beef in the black 
market. You might find plenty of woolen goods; yes. Plenty of clothing under 
the counter. 

And all at fantastic bootleg prices. I don’t think you’d like that. 


That was apparently Mr. Johnston’s views on what would happen 
if we had a roll-back, at least that is what he said to the people of these 
United States. He suggested that, in his opinion, as I understand it, 
Mr. Johnston agreed with the view that these cattlemen have ex- 
pressed, that if you roll these prices back to where they were last year, 
because last year is what he is talking about here, that you would not 
find the beef available that Mr. DiSalle assures us will be available, 
and if you found any beef at all, you would get it out of the black 
market and at bootleg prices. 

Do you think that is a pretty correct analysis of the situation? 

Mr. Tapp. Well, I think you have to take that statement in relation 
to the context. He was talking prior to those sentences about the 
possibility of a general roll-back of prices back to the pre-Korean level. 

Mr. Poaae. He is talking about beef particularly here. 

Mr. Tapp. May I finish? 

Mr. Poaar. Yes. 

Mr. Tapp. I think that he is using beef and clothing here as illus- 
trative things to illustrate the difficulties in an over-all roll-back. 

Mr. Poags. That is right, but certainly you do not mean to suggest, 
do you, Mr. Tapp, that if we had an over-all roll-back that it would 
more adversely affect the production of beef than if we had a roll-back 
that involved beef alone and left the production cost of beef high? 





356 BEEF CEILING PRICE REGULATIONS 


Generally, a roll-back of all prices would be less disruptive of produc- 
tion than a specific roll-back of the one commodity alone. 

Mr. Tapp. I mean his coupling of beef and clothing leads me to 
believe he was thinking of those as illustrations, rather than any 
particular commodity. 

Mr. Asernetuy. The only one that could tell us, with all due 
deference to Mr. Tapp—lI do not think Mr. Tapp’s views on it are any 
better than mine—I think the only gentleman who could speak on 
that is Mr. Johnston himself. 

Mr. Hoeven. It is my understanding that on yesterday at the 
request of the chairman of this committee, Mr. Johnston, Mr. DiSalle, 
and Mr. Erikson, were invited to appear before the committee this 
morning. The report came back to the committee after a telephone 
call that they would be present this morning. Therefore, the com- 
mittee certainly had a right to assume that Mr. Johnston would appear 
today. I think some explanation should be made as to why he first 
accepted the invitation of the committee and is now not appearing. 
I also feel that this committee should insist on hearing Mr. Johnston 
personally. 

The CHarrMAN. Will you explain the situation, Mr. Tapp? 

Mr. Tapp. No, I could not. I would like to say for the record that 
I have not discussed this radio speech with Mr. Johnston. 

The CuarrMan. Were you in the office when | talked with him 
last night? 

Mr. Tarr. Yes, that is right. I had not at that time seen this 
statement. 

The CuairMan. At that time I told him that we wanted to talk 
about this radio speech and the statements that he had made, and 
suggested to him that he discuss the matter with you so that you could 
explain his position to the committee and that you could also 
at the same time explain his failure to appear. The only explana- 
tion | have offered is just what he told me, that he had an important 
meeting scheduled. 

Mr. Tapp. That is right. 

The CHarrMan. That was for this morning, and he could not pos- 
sibly change the engagement and, therefore, could not appear here, 
but I can see how the committee members are not satisfied in having 
you try to place an interpretation upon language by Mr. Johnston 
with which vou are not familiar. But as indicated by the statement 
read to you by Mr. Poage, there is a clear indication there that Mr. 
Johnston was not on March 9 looking with any degree of favor on 
the suggestion that there should be a roll-back in prices, clear across 
the board, or as they might affect an individual commodity or a par- 
ticular commodity. If he made this statement, and it is interpreted 
correctly by Mr. Poage and was likewise interpreted by the cattle 
producers of the country, and they were led by this statement to 
believe that there would be no roll-back in prices, and they went out 
in good faith and made contracts and purchased cattle for their feed 
lots, only to find a few weeks later that they are faced with roll-back 
orders which they say will confiscate their profits—I have not said 
that, although the newspapers, some of them, suggest that I said that 
the roll-back is confiscatory. I said that is what the cattlemen con- 
tend, and the evidence indicates that—tends to establish that, but I 
have not made up my mind as to whether it is confiscatory or not. 





BEEF CEILING PRICE REGULATIONS 307 


I do think that Mr. Johnston should have advised you last night with 
regard to his interpretation of that language. You say he did not? 

Mr. Tarr. He did not have an opportunity to discuss it, Mr. Cooley. 
You recall it was rather late when he talked to you last night, and he 
left immediately after. 

Mr. Poace. Could I ask if it would be agreeable with the com- 
mittee that we might invite Mr. Johnston to appear either tomorrow 
or the next day at his convenience? I think it would probably save 
us all time, rather than going over something that we probably will 
have to go over with Mr. Johnston again. 

The Cnarrman. Do you know about Mr. Johnston’s engagements 
for tomorrow or the next day? 

Mr. Tapp. No, I do not. 

The CHarrMan. You have no statement to present. I am just 
wondering why he suggested that you come up here. 

Mr. Tarr. He thought I might perhaps be able to answer some of 
your questions. 

The CHarrMan. Our question is, did Mr. Johnston, or anybody else 
connected with him, make a statement which was calculated to lead 
the beef cattlemen to believe that there would be no roll-back in prices 
and you are not in position to answer that question. 

Mr. Tapp. I do not think the statement was intended to do that, 
Mr. Chairman. Whether it had that effect or not, is another matter. 

Mr. Horr. What was it intended to mean? 

The CuarrMan. What did he intend to convey by this statement? 

Mr. Tapp. I think he was illustrating the difficulty of doing what 
had been advocated by some people, that is applying a general roll- 
back of all prices to some pre-Korea level. 

Mr. AserNeTHY. He intended to convey his own views which were 
that roll-backs just could not be effective, particularly with meat and 
clothes. That is all he said. 

The CHarrMan. That would take the meat off the counter. 

Mr. ABerNetTHY. Nobody can interpret it in any other manner. 

Mr. Tarp. May I call your attention to the next paragraph of that 
statement: 


But we are going to roll back some prices—prices that are out of line with costs 
or conceal excessive profits. We don’t intend to permit anyone to make a per- 
sonal killing out of a public emergency. I think we can all understand that we 
shouldn’t roll back prices just for the sake of a roll-back. 


He did say in the next paragraph that they would roll back some 
prices. 

Mr. Aspernetuy. Why did he use meat as an illustration to point 
out that it was not an effective process? 

Mr. Poacer. That is right. 

The CuarrMan. He said if you roll back the prices of meat, in 
effect, you would drive it off the counters into the black market and 
into bootleg prices. 

Mr. Hoeven. I think it is improper for this witness to try to 
attempt to interpret Mr. Johnston’s speech. The only person is Mr. 
Johnston himself who can answer these questions. 

Mr. Poage. I think we can save time by asking Mr. Johnston up 
here. 

The CHatrman. We will have Mr. Heimburger communicate with 
his office now and see when he will be available. 
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Mr. ANpDRESEN. Mr. Tapp, as I understand it, Mr. Johnston is a 
superior officer over Mr. DiSalle?. 

Mr. Tapp. That is right. 

Mr. AnpreseN. And what Mr. DiSalle does goes to Mr. Johnston 
for approval or disapproval before it is issued? 

Mr. Tarp. Well, if you are going to have Mr. Johnston here, [ 
think you had better have him answer that. That is not my under- 
standing. My understanding is that the price control authority is 
delegated to Mr. DiSalle under direction, so that every order that 
has appeared does not necessarily have Mr. Johnston’s specific 
approval. 

Ur. ANDRESEN. Do you know whether or not Mr. Johnston ap- 
proved the roll-back order that was issued? 

Mr. Tapp. He stated before the Banking and Currency Committee 
of the House that he did approve it. 

Mr. AnpRESEN. Did approve it? 

Mr. Tapp. And still approves it. 

Mr. Horven. Did Mr. Johnston actually sign the roll-back order? 

Mr. Tapp. Not to my understanding, no. 

Mr. Horven. Who signed it? 

Mr. Tapp. Mr. DiSalle. 

The CuarrMaAn. You are acting in an advisory capacity through 
Mr. Johnston to Mr. DiSalle? 

Mr. Tapp. No. I would not say that, Mr. Cooley. 

The CuarrMAN. You advise Mr. Johnston, then? 

Mr. Tapp. That is right. 

The Cuarrman. And you were not accorded any opportunity to 
advise him about this important order, because you did not come into 
the picture until after the order was already printed? 

Mr. Tapp. There was an opportunity to discuss the thing between 
the time it went to the printer and the time it was finally issued, but 
you know how difficult it is to change anything of that kind once it 
reaches that stage. 

The CHarrMAN. Did you suggest changing it? 

Mr. Poacr. We are still discussing it. 

The Cuarrman. Did you suggest changing or rescinding the order, 
abolishing it? 

Mr. Tapp. I simply discussed the problems involved. 

The CuarrMan. I would like to ask you one further question. With 
all of the information that you now have before you, would vou have 
advised the roll-back order on beef that we are now talking about? 

Mr. Tapp. I do not think that is a question on which I would like 
to comment. 

The CuarrMan. I will not press the question. I will withdraw it. 

Mr. AperNnetuy. He is an agricultural adviser to a very important 
official in this Government. I would not press it, but I think it would 
be helpful to the people to know what kind of advice he is going to 
give them. 

Mr. Tapp. I do not think I have all of the background that went 
into the making of this order that would give me that proper con- 
sideration. 

Mr. Poage. Did he have any agricultural adviser at the time this 
order was printed—did you have a predecessor in office, in other words, 
did Mr. Johnston have an agricultural adviser at the time this order 
was printed? 
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Mr. Tapp. No. 

Mr. ApeRNeETHY. He did not need one. 

The CHarrRMAN. We are not trying to embarrass you at all, but I 
know that there are many members of the committee who will remem- 
ber when you were here in Washington in a responsible position in 
Agriculture, and you prefer not to tell the committee what you would 
have recommended had you been given an opportunity to make a 
recommendation. 

Mr. Tapp. Well, I would have to be much more informed on all of 
the problems involved, Mr. Cooley, if I were to be in a position to 
make a strong recommendation. 

The Cuarrman. If Mr. DiSalle and Mr. Johnston had an advisory 
committee, an advisory expert, and you, as an agricultural expert, to 
advise them, and he did not avail himself of the advice, did not heed 
the advice, you do not think that would be giving very careful con- 
sideration to the matter? 

Mr. Tarp. I think there was very careful consideration given to all 
of the implications and possibilities that might flow out of a roll-back 
order on beef. 

The Cuarrman. All right, sir. 

Mr. Jones of Missouri. It seems that I recall that following this 
beef roll-back, did not Mr. Johnston make a statement that he was 
opposed to any roll-backs in prices, that is, after this beef roll-back 
was made, did he not give a newspaper interview in which he said 
that he did not subscribe to the philosophy of rolling back prices? 

Mr. Tapp. Not to my knowledge. 

Mr. Jones of Missouri. I was thinking that I read that in the news- 
papers. I think also that since Mr. Tapp is the agricultural adviser 
to Mr. Johnston and is going to be with this particular thing, I would 
like to get your view. 0 you subscribe to the theory of rolling back 
prices On any commodity? 

Mr. Tapp. I think there might be circumstances where it would be 
feasible. 

Mr. Jones of Missouri. Just select items, rather than to take it 
across the board? 

Mr. Tapp. It would have to be based on the particular circum- 
stances. 

Mr. Jonss of Missouri. But you would not just say to roll every- 
thing back to certain levels? 

Mr. Tapp. I doubt if that would be feasible. 

Mr. Horr. You say you think that very careful consideration was 
given to this matter of rolling back beef prices. Who did give it 
consideration? We have not had anybody up here yet who did. I 
would like to know who it was that gave this consideration to it so 
that we can get them up here. 

Mr. Tapp. I do not know, Mr. Hope, whether it is competent 
testimony or not, but [ am quite sure that the matter was discussed 
with the officials and the Department of Agriculture officials, and that. 
these questions about the possible effect on production were discussed. 

Mr. Hops. They were not called on to do anything other than to 
furnish certain information, they say, and we have not been able 
to find anybody who has been able to tell us what consideration, if 
any, was given to the matter and who did the considering. There is 
supposed to have been an advisory committee, but the members of the 
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advisory committee have been before the committee and they say 
they never were asked to discuss the problem. I’m referring now to 
the producers advisory committee. I understand that some of the 
groups from other parts of the industry were consulted about the terms 
of the order without being fully advised as to facts and figures, but 
were advised as to its general terms, but we have been unable to find 
anyone who admits that they did any advising or made any recom- 
mendations from the producer’s standpoint. 

You do not have anything to suggest to the committee as to who 
they might get up here that was consulted, who gave this careful 
consideration? 

Mr. Tapp. I think it would be better to have those suggestions 
come from Mr. DiSalle or his associates. 

The CHatRMAN. May I ask you one further question? 

If Mr. DiSalle and Mr. Johnston did not consult you or confer 
with you about an order of this importance, can you imagine any order 
that they might confer with you about? 

Mr. Tapp. Wait a minute. I did not say that. I said in response 
to Mr. Poage’s question that this order was in print and substantially 
ready the first day I arrived in Washington, and that I discussed with 
Mr. Johnston and with Mr. DiSalle the problems involved in an order 
of this kind. But I did not say that I had made any specific recom- 
mendations about it. 

The CuarrmMan. No, no; I did not say that. I did not mean to 
indicate that. I say that if they did not bring you from San Francisco 
to Washington for conferences concerning this important order, can 
you conceive of any order which they would call you in on from 
California? 

Mr. Tapp. It is just by coincidence that I arrived at the time that 
this was in process of being issued, Mr. Cooley. 

The CHarrMan. Just coincidental that you happened to appear 
here? 

Mr. Tapp. That is right. 

Mr. Hoeven. Under the provisions of the Defense Production Act, 
has Mr. Johnston the authority or the power to override or veto any 
action taken by Mr. DiSalle in the matter of controlling prices? 

Mr. Tapp. Well, there again, sir, I am not an attorney. If you are 
going to have Mr. Johnston up here, I would prefer that you ask him 
that question. 

Mr. Horven. You are not a legal adviser, then, just an agricultural 
adviser? 

Mr. Tapp. That is right. 

Mr. OsrertaGc. Much has been said about the use of the so-called 
advisory committees, and while I have had some adverse reactions 
aside from the advisory committee’s relationship to this beef roll-back. 
Mr. Tapp, will you tell us very briefly what the real purpose of these 
advisory committees and groups are to the whole economic stabiliza- 
tion program—what function do they have? 

Mr. Tapp. Unless I am mistaken, sir, there is a provision in the law 
calling for industry consultation which implies industry advisory 
committees for consultation with respect to actions to be taken, but 
there again I think the operating agency, such as the OPS, which is 
actually drafting the order, would be in a better position to explain the 
functions that they have. 
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Mr. OstertaG. What has been the actual practice in relation to the 
use of these advisory committees since the law has been enacted, have 
you any idea on that? 

’ Mr. Tapp. I am not in the Office of Price Stabilization. I do not 
know about the activities of those committees. 

The CuarrmMan. Thank you very much, Mr. Tapp. 

Mr. Tapp. Thank you. 


STATEMENT OF ARVAL ERIKSON, ASSISTANT DIRECTOR, FOOD 
AND RESTAURANT DIVISION, OFFICE OF PRICE STABILIZATION 


The CuartrMan. I would like to ask you for my own information, 
Mr. Erikson, what has been the advance in the price of beef cattle 
since January and since Korea? 

Mr. Errxson. The increase in the price of cattle, by the end of 
April, since January 1950 was about 56 percent, from Korea about 
24 to 25 percent, since January 1951, about 12 percent. 

Mr. Poage. It has gone up about the same rate? 

The CHarrMAN. Twenty-five percent from Korea to now? 

Mr. Erikson. Yes. 

The CHatrRMAN. ‘Twelve percent since January to now? 

Mr. Erikson. That is right. I want also to make a point that 
they have risen about 56 percent since January 1950, the period which 
Wage Stabilization uses as a base. 

Mr. Poagr. There has not been any increase, any acceleration in 
the rate of increase in the price of cattle since the Korean war started, 
in fact, it has been moving up more slowly since the Korean war 
started than it did before. 

Mr. Erikson. | have not figured that one out. I do not know 
that it is relevant. 

Mr. Poage. Let us figure it right now. You said that it has gone 
up 26 percent since the Korean war started. 

Mr. Erikson. Yes. 

Mr. Poaar. You said it had gone up 56 percent since January 1950? 

Mr. Erikson. That is right. 

Mr. Poagr. There was 5 months and 26 days prior to the time the 
Korean war started, not quite half a year, it went up 30 percent 
during that period of time. It has been almost a vear, 11 months, 
since the Korean war started, and in the last 11 months it has gone 
up 26 percent. Then there has been a slowing down in the rate at 
which cattle has been going up since the Korean war started, has 
there not? 

Mr. Ertxson. I will accept vour arithmetic. 

Mr. Poace. I am asking you the questions. I am not asking you 
to accept anything. Has there or has there not been a slowing down? 

Mr. Ertxson. On the basis of those figures there has been a slowing 
down. 

Mr. Poager. On the basis of those figures? 

Mr. Ertxson. That is right. 

Mr. Poacr. Those are the figures you gave. 

Mr. Erikson. Right; that is correct. 

Mr. Poaae. Will you say, without hedging, whether there has or 
has not been an acceleration in the rate of increase in cattle prices 
since the beginning of the Korean War? 
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Mr. Erixson. I would say there has been a slowing down in the 
rate at which the prices have been increasing, but I do not feel thai 
it is relevant. 

Mr. Poace. Why do you want to hedge about it, because it is 
perfectly clear. 

The Chairman. If that is true, why is it that we hear so much 
talk about the advance since Korea, as if the war had something to do 
with the acceleration of the price increase. 

Mr. Erikson. If the committee does not want to accept the fact 
that the 24-percent increase is a big increase, I do not see any poin' 
in arguing with you. There has been a 24-percent increase in the 
price of cattle since June of 1950. 

The CuarrMan. Thirty percent in the year before that, 6 montlis 
before that. 

Mr. Ertxson. Roughly that, yes. 

The CuarrMan. So then this is just a lot of propaganda when we 
try to tie it to the war effort? 

Mr. Erixson. I do not know that I have ever tried to do that, Mr. 
Chairman. 

The CHarrman. I just wanted the information myself, to know 
what the facts were. In making these determinations that resulted 
in the roll-back orders being issued, I suppose you conferred with Mr. 
DiSalle, as the head of the Beef Section, did you not? 

Mr. Ertxson. That is correct. 

The CuHarrMan. Did you recommend the roll-back, or was that his 
own decision? 

Mr. Erixson. I would like to explain that in as much detail as | 
can. The initial roll-back, that is, the one which takes effect almost 
immediately now, was one which we recommended. It is one which 
we discussed in some detail with industry, advisory groups, and with 
people other than our own advisory committee. 

Mr. Horven. Will you clarify who you mean by “‘we.’’ Who is 
we? 

Mr. Erikson. People—myself, and the people who work with me. 

Mr. Horven. Would that include Mr. DiSalle? 

Mr. Errxson. Mr. DiSalle was present at one or two, perhaps more, 
of those conferences, and I am sure he talked with the cattle pro- 
ducers and with other groups from the meat industry on occasions 
where I was not present. I want to follow through on the question 
from the chairman concerning the roll-back subsequent to this initial 
one, the one which is to become effective on August 1 and on October 1. 

That was discussed to some extent in our office during this period 
we were working on the beef order. 

Mr, Horr. When was that? 

Mr. Erixson. We started to work on the beef order in January, 
just before the freeze price went into effect. Our first meeting on 
meat, incidentally, was held in December, but the actual work did 
not begin until the latter part of January. 

The CHarrMAN. You worked on the beef order in January? 

Mr. Ertxson. We were working on it in January. 

The CuarrmMan. Of course, you continued to work on it through 
February and March? 

Mr. Erikson. That is right. 
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The CHarrMAN. So you were actually working on a beef roll-back 
order on March 9, when Mr. Johnston made this speech that we 
have just referred to? 

Mr. Ertxson. It was always considered in the office that there 
would be an adjustment of the beef prices, cattle prices, I should 
say, back to the December-January level in line with the December- 
January price freeze base. 

The CHarrMAN. So Mr. Johnston knew that on March 9 when he 
made this radio speech; did he not? 

Mr. Errxson. I| could not answer that question. 

Mr. ABERNETHY. | am sure that the witness is not misrepresenting. 
Did I understand you to say for certain now that you started working 
on this thing as far back as January? 

Mr. Ertxson. We started working on a dressed beef order in 
January. 

Mr. ABERNETHY. | just wanted to get it straight. Somebody 
issued a statement the other day that they were considering firimg 
someone as far back as a year ago, and they have modified the state- 
ment. I just want you to be sure that your statement is correct. 

Mr. Erixson. That could ‘be the case. I have not been with the 
Office until recently on a full-time basis, about March. I was on a 
part-time basis prior to that time. 

The CHarrMAN. Was there any statement made by you or any of 
your associates to the effect that you were working on a beef roll- 
back order in January and February? 

Mr. Erikson. I think it was generally known by the industry that 
we were working on a regulation. 

The CuHarrMAN. On a regulation; but did you indicate that it would 
be a roll-back in prices? 

Mr. Erikson. We talked about it at that time, that the prices for 
dressed beef would be stabilized as near the December-January price 
freeze base, and that cattle would be related to them on that same 
basis. 

The CHarrMan. You have gone beyond that, though, you have 
doubled up on it and you have got two more roll-backs that carry 
the price back beyond that level. 

Mr. Erixson, I said that the issues had to be divided. There is 
this first mitial roll-back, and the ones yet to come 3 months hence. 

This first one, the first roll-back adjustment in the price of cattle 
to be in line with the January base for beef prices, was discussed 
throughout the period we were working on this regulation. There 
was less discussion of the subsequent ones for August and October. 

The CHarrMAN. Just what prompted you to favor the roll-back 
order, the initial roll-back order? 

Mr. Errxson. The initial one, which puts them back to January 
level? 

The CuarrMan. That is right. 

Mr. Errxson. Well, the prices at that time were substantially 
above the pre-Korea basis. We had the price freeze on dressed beef 
as of the January 1951 period and we always stated that when we 
put out a dollar-and-cent regulation, which was issued this past few 
weeks, we would stabilize at about that freeze level, which we did on 
beef. If we are going to put the prices of dressed beef at the Decem- 
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ber—January level it became necessary, of course, to establish cattle 
prices in relationship to those prices for dressed beef. 

Mr. Horr. Did you consider, when you were working on the 
January freeze order, putting a ceiling on live cattle at that time, at 
the prices at that date? 

Mr. Ertxson. Yes. When the price freeze order was issued on 
January 25, there was a statement in it which says that livestock 
prices would be fixed at a later date. 

Mr. Hope. If you had put a ceiling on livestock prices at that 
time you would have avoided a roll-back, would you not? 

Mr. Errxson. That is correct. 

Mr. Horr. And would that not have been far better than to wait 
until thousands of cattlemen have purchased cattle at higher prices 
and then come along and roll the price back to some previous date? 

Mr. Erikson. I think it would have been much preferable for us 
to have established a price at that time, but we discussed this with 
various people in the industry and it was not considered practical to 
attempt a price freeze on live cattle prices—a price freeze applies to 
sellers, and so many of the sellers of live cattle sell only once or twice 
a year—and they would not have had any experience during that 
base period. For that reason it was not felt proper to put a price on 
livestock, and all livestock were exempt from the price freeze. 

Mr. Horr. I do not understand what you mean by “would not 
have had any experience during the base period.’’ Who are you 
referring to there? 

Mr. Ertxson. What I mean is that a price freeze says that no 
person can sell at a higher price than he charged during a specified 
base period, and in our regulation that covers the period from Decem- 
ber 19 to January 25; obviously a cattle producer would not have sold 
cattle necessarily during that period. In fact, very few of the total 
number would have had sales during that period. 

Mr. Horr. You could put a ceiling on live animals, though, at 
that time, based upon the existing prices, could you not, because those 
prices are pretty well established, so far as grades and types are 
concerned? 

Mr. Erikson. I think it could have been done if we had had live 
grading of cattle, but without live grading of cattle I am sure it 
would have been impossible to establish any controls at that time 
which would have been workable. The price freeze itself on dressed 
meat left slaughterers with varying prices, some had slightly higher 
prices than others, and we would have had to have related those cattle 
prices to what a packer could pay or could charge for his dressed meat. 
That would have meant that a person who had a little higher freeze 
ceiling on his dressed meat than another would have been able to pay 
more for cattle if he had used the same system now being used. 

We have always felt, to put dollars and cents ceilings on cattle is not 
practicable. 

Mr. Hope. Of course, you had dollar and cents cilings on. 

Mr. Erikson. On a reflected basis, yes. You see, we had to start 
out with the price which the packers could charge for their meat, 
and then say, on that basis, this is the amount you can, on the average, 
pay for live cattle; but the only way we could work it out, we felt, i 
to start out with a base on the dressed meat, and then say that with 
this price established for dressed meat it will reflect such-and-such a 
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price for live cattle and that the packers can pay that amount for 
the drove which they purchased during an accounting period. 

The CuHarrMAN. | asked you what prompted you to favor the roll- 
back, and you started out by indicating that it was the increase in 
beef prices which had occurred subsequent to Korea. Is that right? 

Mr. Errxson. If I may restate my answer to that one, we felt 
that it was not practical and would not have been fair to the con- 
sumers to have raised the price of meat above the January freeze level. 
We froze meat at the January level. The only way we could hold 
those prices is to have cattle prices on the same base, and that is the 
thing that prompted us to initiate this initial roll-back. 

The CHaArrRMAN. In your answer you have not even referred to the 
processors and the packers or to their margins, have you? 

Mr. Ertxson. I will be glad to do that. 

The CuHarrMan. I know you will be glad to do it since I suggested 
it, but when your answer was finished you had not mentioned that 
at all. 

Mr. DiSalle has based his whole justification on the lack of margins 
which were left for the processors and packers, and you say, apparently 
from your answer, no mention was made of that at all. You just 
wanted to roll back the prices of beef to the January level in the 
interests of the consumer. That is true, is it not? 

Mr. Erikson. I did not say that. I said we had frozen the prices 
of meat at the January level. There was no roll-back in the price 
of dressed meat. They were frozen at the January level, and that 
is where we left them. It is obvious that if you freeze the price of 
dressed meat at the January level, then in order to protect the margins 
for the packers and for the retailers we would have to have cattle in 
relationship to those prices. 

The CuarrmMan. I will ask vou the question, then: You are the 
Chief of the Bureau; how much margin did you leave for these beef 
cattle producers? 

Mr. Erikson. We left in this initial step that we took, we left them 
about 137 percent of parity. We left them about 15 percent above 
the pre-Korea level, which was, with the exception of 2 months, the 
highest price they ever received for cattle in the history of this country. 

Congress has set up a formula, or set up legislation for a formula 
upon which parity is based. And we do give cattle producers 137 
percent of parity in this initial price. 

The CuarrMan. In the initial roll-back? 

Mr. Ertxson. That is correct. 

The CuarrMan. You leave them, you contend, 37 percent above 
parity? 

Mr. Errxson. That is correct. We also leave them 14 to 15 per- 
cent above the legal minimum established by Congress in the National 
Defense Production Act. 

Mr. Hope. It is true that in 1948 the yearly average of beef prices 
was 167 percent of parity. 

Mr. Errxson. I think that is correct. 

Mr. Hope. And in 1949 it was 152 percent of parity. And yet we 
got along without beef ceilings at that time, and production increased 
and the prices went down until in 1950 it was 133 percent of parity. 
And during the early months of 1950 it was down as low as 115 percent 
of parity. That is correct, is it not? 
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Mr. Errxson. Yes. I pointed out that there were 2 montlis 
previous to the pre-Korean war levels when prices were higher than 
they were last May—June. 

Mr. Hope. I am using the figures which the Secretary of Agriculture 
furnished in his statement the other day, and I interpret these figures 
to mean that they are annual figures for the entire year, which shows 
that for the year 1948 the price for beef cattle by farmers, as receive, 
was 167 of parity. I may be wrong about that, but that is what is 
indicated here. 

And at that same time the price of hogs was 129 percent of parity 
and the price of lambs was 156 percent of parity, so that during tha‘ 
year the purchasers of meat were paying far more in terms of prices 
for all meats than they have paid during the year 1950 or this far in 
the vear 1951. 

Mr. Errxson. The absolute prices, though, were lower. 

Mr. Horr. But the incomes were lower also, were they not? 

Mr. Poace. Will you give me some absolute prices now? May | 
ask you if you can tell us what you propose to do with this roll-back? 
You rolled back the price of meat, I believe you said, between 10 and 
12 percent, have you not, of live cattle? 

Mr. Erikson. About 10 percent. 

Mr. Poage. Did you know how much that comes to in dollars? 

Mr. Erikson. I have never figured that. 

Mr. Poagr. You and Mr. DiSalle are even on that. Now, then, 
do you know who gets it? 

Mr. Errxson. I have figured this dollars hundredweight, which | 
think is the significant thing. 

Mr. Poage. [ am talking about the total amount of dollars involved. 
Since you do not know, I do not mean to go into it. Do you know 
how that money that is taken from the producers is divided, who gets 
it? 

Mr. Errxson. Yes; I can answer that quite readily. 

Mr. Poage. Fine. 

Mr. Errxson. The consumer gets vitually all of that for the simple 
reason that if we had not adjusted the price of cattle we would have had 
to raise the price of retail meat by that amount. 

Mr. PoaGce. Wait just a minute. We are not talking about some 
supposition. You have rolled back the price of meat by approximately 
10 percent, you say. 

Mr. AserNetHy. On live cattle. 

Mr. Poaae. Of live cattle; yes. If the live animal was bringing 30) 
cents that means that if you brought it down, you brought it down to 
27? 

Mr. Ertxson. That is correct. 

Mr. Poage. On the hundred pounds. That means you brought it 
down, and the $30 brings it down to $27? 

Mr. Erikson. That is correct. 

Mr. Poaacer. And if the animal—well, we do not need to go any 
further. Take the $3 and let us divide it now. Iam not talking about 
some supposition about what you are going to do for somebody in 
August or September, I am talking about what you have done this 
week, with this money. Who gets that $3? 

Mr. Errxson. The $3 per hundredweight is necessary to restore 
the margins to the processors and the retailers. And if that were not 





BEEF CEILING PRICE REGULATIONS 367 


«one, Congressman Poage, it would have been necessary to have 
raised the price of retail meat. Would you let me finish now? 

Mr. Poace. [ want to know who gets it. 

Mr. Eritxson. May I finish my statement, please? 

Mr. Poage. Go right ahead. 

Mr. Errxson. You have asked me a question. I hope you will let 
me finish answering it. 

Mr. Poaace. Go right ahead. I would be delighted to have you 
answer it. 

Mr. Ertxson. I have said that if we did not adjust the price of live 
cattle it would have been necessary for us to have raised the prices of 
retail meat by that amount, or we would have had to decontrol meat 
which, in any case, would have meant that the old margins would have 
been restored for the processors and retailers and the price of meat 
would have gone up by that amount. There is no escaping that point 
at all that the prices of meat at retail would have had to go up if the 
price of cattle had not gone back to the January level. 

Mr. Poace. We can discuss the theories of what would probably 
happen and I might or might not agree with you. Of course, I can give 
you the theory that I do not think anybody can deny that when you 
reduce the incentive you will get less cattle, and in the final analysis 
people will pay more, just as Mr. Johnston said in his public speech, 
but I am not talking about theories right now although I will be glad to 
discuss them later on—that is not what I am discussing at all. I 
wonder why you are so reluctant to discuss the thing I want to discuss. 
I want to discuss now what happens to that $3 right now. You said 
it is to go to the packers and the processors. What percentage of that 
$3 goes to the retailer? 

Mr. Errxson. Let me cite you those figures as near as I can give 
them. 

Mr. Poacse. That is what I want, is the figures, rather than dis- 
cussion. 

Mr. Errxson. I am not certain that I can answer your question 
just as you want it answered. 

Mr. Poagn. I have no preconceived ideas. 

Mr. Ertxson. If you will let me finish, I think I can show what 
it amounts to. The Department of Agriculture has shown that on 
the average the producer gets around 69 to 70 percent of the con- 
sumer dollar. In March, the latest figure which is available which 
I have seen, at least, is 75 percent. And we have estimated that 
because prices, that is, cattle prices went up in April, that April 
probably was as high as 76 percent. That meant, of course, that if 
the producer got from 69 on up to 76 percent of the consumer’s 
dollar, that someone was placed in a price squeeze. That was both 
the processor and the retailer. And so in reestablishing these prices 
back to the January level, as near as I can figure the producer will get 
his 70 percent, the packer will get approximately 6 percent, the re- 
tailer will get approximately 18 percent. This is of the consumer 
dollar. Transportation and costs incidental to the marketing will 
take up the remainder of 6 percent. 

Mr. Poager. I dislike to find fault with a man when he gives me a 
lot of figures, just like the dictionary or something or other that I did 
not ask at all for. I did not ask what happened to the consumer’s 
dollar. I asked you about that $3 that last week the cattleman got 
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out of 100 pounds of meat and this week the processors and the 
packers get, and I asked you what part of that went to the retailer to 
make it easier—just let us call it $1 instead of 100, and just figure 
on $1. There is $1 on that 33% pounds that last month the cattleman 
was getting. ‘Today the processor is getting it. That includes the 
retailer. It includes wholesalers and packers. 

Can you tell me how many cents out of that $1 the retailer js 
getting? 

Mr. Ertxson. No; I cannot tell you that. 

Mr. Poacer. You cannot tell me? 

Mr. ANDRESEN. You just said 18 percent. 

Mr. Errxson. He is getting 18 percent of the consumer dollar. 

Mr. Poace. Let me find out if you can tell me anything, because, 
of course, Mr. DiSalle could not answer any of the questions, and we 
wonder if you can. Can you tell us how much of that extra dollar, 
that roll-back dollar, how much the packers are going to get? 

Mr. Errxson. [ have told you that I could not tell you at this time, 
but I will be glad to try to work that up. I am not even certain that 
it is possible to tell you exactly what part of the $3——— 

Mr. Poage. If you cannot tell us 

Mr. Erikson. Goes to each of the various steps. You see, you 
have more steps than you are even talking about. 

Mr. Poage. I know that. If you cannot tell us, though, what goes 
to the packer, how in the world did you know how much you had to 
roll the producer back in order to take the packer out of the squeeze? 

Mr. Errxson. I think I have answered that quite adequately. | 
will restate it, if you care. 

Mr. Poace. You told us that the packer was in a squeeze, and you 
had to get him out of that squeeze. Now, then, you do not know how 
much you are giving the packer. 

Mr. Errxson. I do know how much we are giving him over all. 

Mr. PoaGe. You do not know how much you gave him out of this 
roll-back, so you tellme. You tell me that you do not know what you 
gave the packer out of this roll-back. Then how do you know the 
roll-back took him out of the squeeze, if you do not know what he got? 

Mr. Ertxson. Mr. Poage, the prices of cattle on the average were 
moving up every day during this period. If you had wanted me to 
sit down and every day figure out how much squeeze the packers were 
in, it would have taken all of my time, and I did not do it. On April 
30 they were in a worse squeeze than on April 29. On April 29 they 
were ip—— 

Mr. Poaae. I have asked you if you have some idea. Can you give 
us either an average or any specific data—can you give us any date or 
can you give us an average? I am not asking you to give me every 
day. Can you give me the figures for any one date? 

Mr. Errkson. How much squeeze they were in? 

Mr. Poagce. Yes. 

Mr. Errkson. The retailers and the packers combined, plus the 
wholesalers, were in a squeeze to the extent we figured of approxi- 
mately that $3. 

Mr. Poace. Approximately 10 percent? 

Mr. Errxson. Ten percent. 

Mr. Poace. Then can you tell me what percentage of that was the 
squeeze that applied to the packer? 
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Mr. Erikson. I can work it out, I think, reasonably well. It will 
not be exact, and I will be glad to submit it to the committee. 

Mr. Poace. Can you give us this—if you cannot tell us where the 
money is going—Mr. DiSalle could not tell us? 

Mr. Erikson. I told you where it is going. 

Mr. PoaGe. You told us it is going out to these folks, but you 
cannot tell me how much is going to go to Swift & Co. and how much 
is going to the Safeway Stores, and I would like to know, because now 
I want to ask you what about the margins. These stores must have 
a margin to do business. 

Mr. Ertxson. That is correct. 

Mr. Poace. How much margin does your order leave to Safeway— 
that is one of your big type of stores—they have not got as much 
margin as some other stores. 

Mr. Erikson. Their margin, the over-all margin for retailers, is 
about 18 percent. 

Mr. Poage. Is it 18 percent? 

Mr. Erikson. Eighteen percent of the consumer dollar. That is 
the same thing, 18 percent, then, on the sales dollar. 

Mr. PoaGe. Of the sale price of meat? 

Mr. Erikson. It is the same thing. 

Mr. Poacer. All right. 

Mr. Erikson. I want to explain, though, that we do set up three 
different levels of prices at retail. We set up one level for the small 
stores which do a small amount of business, and give them a much 
wider margin than we do the regular chain stores who normally 
operate on a lower margin. And then we have taken the very big 
chain stores and have given them an even lower margin in line with 
the historical pattern. 

Mr. Poacn. I suppose I was asking you about the biggest one of 
those. 

Mr. Erixson. Most of the Safeways will fall in the biggest group, 
but not all of them. 

Mr. PoaGcr. Let us find out what that retailer’s mark-up is. You 
have told us how much of the consumer’s dollar that retailer gets. 
He gets 18 percent? 

Mr. Errxson. That is right. 

Mr. Poacr. What is that retailer’s mark-up over the price he pays 
for the meat? 

Mr. Erixson. It would be 18 divided by 82, which comes out 
around about 22 percent. We figured on the sales dollar and not the 
mark-up basis. 

Mr. Hitu. That is not the case. That does not put the same mark- 
up on all types of meat. 

Mr. Ertxson. We did not do it, either. 

Mr. Poacr. You are talking about the average? 

Mr. Errxson. We are talking about averages. 

Mr. Hitt. We would have to know what percentage of that meat 
was sold in each case. Do you mean to tell me that is a butcher’s 
mark-up? Then we should have gotten after the butcher and the 
meat seller. 22 percent is a terrific mark-up. 

Mr. Erikson. You want to remember that he only sells about 78 
percent of the amount he buys. The rest is trim and bones. And 
then, in addition to that, he has a so-called store shrink which repre- 
sents a certain loss after the cutting. 
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Mr. Poace. Let us get that straight, because I understand this 22 
percent is the mark-up after shrinkage, is it not—it is actually about 
28 percent before shrinkage, is it not? 

Mr. Ertxson. That is correct. 

Mr. Poace. Then let.us not try to leave the impression with \{r. 
Hill that you take that shrinkage out of the 22 percent, because 
actually the mark-up of those stores is approximately 28 percent, 
Mr. Hill, nearly one-third of the price of the meat. That is your 
mark-up, 28 percent. Then, of course, the store has to take the 
shrinkage, whatever it is, and whatever it costs, but the store has 28 
percent, not 22 percent—28-percent margin to take care of shrinkage 
and costs. 

Let us see what the wholesaler has. Can you tell us about what 
percentage the wholesale dealer makes? 

Mr. Errxson. Yes; we made a survey of the wholesale meat sellers. 
Those are people who are not slaughterers, who acquire meat from 
slaughterers, and in turn resell either to the retailers, to other whole- 
salers, or to hotel supply houses. We made a survey of those, and on 
the basis of that found that the margin required for them would be 
about $2.25 per hundredweight, and our regulation provides for that 
$2.25 per hundredweight on sales to retailers. 

Mr. Poaae. Let us try to get them all in one figure. We are using 
percentages for the retailers. Can you put that wholesaler in per- 
centages so that we will keep them all the same? That is solely for 
comparison purposes, or do you prefer to transfer the retailer into dol- 
lars and cents, all right, but let us get them all in the same comparison. 

Mr. Erikson. One of the difficulties of doing it the way you propose 
is that the wholesalers do not handle all of the meat. You cannot 
assume that the wholesaler is always a middleman between packers 
and retailers. He is only that to the extent of about 18 or 20 percent. 

Mr. Poace. That is true. 

Mr. Ertxson. So if you figure on an over-all percentage basis our 
estimate shows that the wholesaler gets about 1 percent of the retail 
sales dollar. 

Mr. Poace. Getting back to the spread between the wholesaler’s 
price from the packer and the price that the wholesaler charges the 
retailer, what percentage spread does he have. That is the thing I am 
trying to get. 

Mr. Errxson. Let us take the most typical grade which is used at 
retail, which is choice grade, and the price at Chicago is 55 cents in the 
carcass. The wholesaler has a local delivery to pay on that, plus cer- 
tain wrapping allowances which probably brings the cost up somewhere 
near 66, and he gets $2.25 on the sale of that net to a retailer. In 
handling that meat he has a certain amount of shrink always, and | 
guess this amounts to three-quarters of 1 percent which would amount 
to perhaps 40 cents per hundred. 

Mr. Poace. That is part of his cost of operation. 

Mr. Ertxson. That is correct. So if you divided 56 into two and a 
quarter you would find about what the percentage is. It is somewhat 
less for a man on the east coast and that is where most of our whole- 
salers are located. The price on the east coast is naturally higher than 
in Chicago, to take care of the freight addition. 

Mr. Poaar. Is it not between 4 and 5 percent—is that not about 
what he has there? 
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Mr. Errxson. It comes to between 3}; and 4 percent on that part 
which he handles. 

Mr. Poace. Well, we will say he gets a total of 4 percent. What 
margin do you allow for the packers? 

Mr. Errxson. Again you want it figured on his sales price? 

Mr: Poace. Yes, we want to try to get them all together so that we 
can find out what they are all making on the same comparative basis. 

Mr. Erixson. We are not doing that up to this point. 

Mr. Poace. I know we are not, because we cannot get you to use 
the same figures. 

Mr. Errxson. I would be glad to submit that for you and save a 
lot of time. I can put it all on one base. I think that if we try to 
work it out here we will find some errors and we will use different 
bases for different segments of the trade, but I would be glad to work 
it out. It is a very simple process once I get back to the office. 

Mr. Poace. We would like to have you do that, but you see where 
you are leaving us, Mr. Erikson. We have had Mr. DiSalle, and he 
could not work out anything up here. He did not know anything. 
He could go back to the office and he would get something. We did 
not have Mr. Johnston, but we had somebody that Mr. Johnston 
knew could not answer the questions, because he, Mr. Johnston, knew 
what the question was about. And we had to send him back. I pre- 
sume we will have to do the same thing with you. Of course, it takes 
your time and our time. And if you would simply give us the figures 
now, even though they might not be absolutely accurate, we might 
proceed faster. 

Mr. Errxson. I will be glad to pursue it with you, Mr. Poage. I 
feel, however, that we would, probably, end up with something which 
is not too useful to you. 

The CuHarrMAN. Can you furnish the committee with figures as to 
just who will profit and benefit and to what extent they will profit 
and benefit by this first roll-back? 

Mr. Ertxson. I mentioned before that I will do it to the best of 
my ability. I do not think it is possible to figure that out with any 
exactness. 

The CHarrman. I do not see why that was not a part of your 
preliminary work, why you did not do that the very first thing. 

Mr. ABERNETHY. It was requested when Mr. DiSalle first appeared 
before the committee. 

The CuHarrMan. I think it was, too. It seems to me that when 
you were trying to determine the degree of roll-back you would, 
first of necessity, have made inquiry as to the margin that you were 
trying to protect. 

Mr. Errxson. We have done that. I have mentioned what those 
are. I will run through it right here for you on either the retailer, 
the wholesaler, or the packer level, if you want me to. If you will 
let me pursue it on my own basis I think I can clear it up. 

The CHarrMan. In other words, you can tell us who will benefit by 
the roll-back and to what extent? 

Mr. Errxson. Your last question was what was the necessary 
margin for each segment of the trade, and I can tell you how we 
arrived at that, if that is what you want. 

The Cuarrman. That is exactly what I think Mr. Poage has been 
trying to get you to say. 
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Mr. Poage. I would like to have that, although that is not exactly 
what I want, but I think that gets somewhere + ai 

Mr. Erixson. The reason I cannot do that is because our own 
staff is hopelessly inadequate in number, to go out and find out what 
the average retail price of meat was on April 30. 

Mr. Poace. Just a minute, please. When you make that state- 
ment about your own staff being so hopelessly inadequate to get 
these figures, Mr. DiSalle pulled a cat out of the bag here and held 
him up by the tail here and said, ‘““Now, look, when we wanted to 
find out what it cost to feed an animal, when we wanted to know 
what land would cost, when we wanted to know about any of these 
things, all we had to do was to ask some appointees in some regional 
offices and in 24 hours we got the figures, just like that.” 

Mr. Hix. | will guarantee that they were all wrong. 

Mr. Poace. You do not have to guarantee it. I will accept it. 

The CuarrmMan. Mr. Erikson, it seems to me, going back to my 
first observation, that is, that if you were trying to protect the margins 
of the packers, certainly the packers must have come in with some 
complaints, some figures. 

Mr. Erikson. Of course, they did. 

The CHairMan. They showed you what their margins were and 
what they should be. In making your determinations it seems to me 
that the very first thing you would have done is that you would have 
made some calculations so that you would know what percent—— 

Mr. Ertxson. We did that for the packer, and it was simpler there, 
because the Department of Agriculture does report the price for 
dressed carcasses. 

The Cuarrman. The packer operates on about a 6-percent margin. 

Mr. Erixson. Of the sales dollar, the retail sales dollar. 

The CHarrman. Then you take this $3 that Mr. Poage is talking 
about, why is that not a part of the purchase dollar, the consumer's 
dollar? 

Mr. Erixson. It is, of course. 

The CHarrMan. Why is not the percentage exactly the same? 
It is going somewhere. And it seems to me that you can figure it out 
on the basis of the consumer dollar. 

Mr. Errxson. The thing I cannot tell you exactly is the squeeze 
a retailer was in on April 30, because there is no survey made of the 
average prices of meat at retail. 

The Cuarrman. But you did have to make those exact determi- 
nations as of January or else you are guessing all the way through. 
You must have known what your prices were in January. 

Mr. Erixson. As far as the margins are concerned we worked it 
out on the basis of information which we were able to collect from 
retailers, together with the Bureau of Labor Statistics’ report on four 
major beef cuts, which is all that they do cover. In addition to that 
we took the OPA mark-ups which we had and converted those into 
dollars-and-cents margins and made some adjustments in those be- 
cause, of course, on higher meat dollars of sales retailers would not 
need the same percentage mark-up as they would need with a lower 
price such as was prevalent in 1945-46. In addition to that we ob- 
tained information from a survey that had been made recently by 
Dun & Bradstreet which covered, 1 think, two-hundred-and-some- 
odd retail meat stores and showed what their margin was of sales; 
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and certain other agencies of that type that made surveys in recent 
periods. The chain stores have made their own surveys as of the 
period just preceding Korea. We used all of that information to- 
gether and attempted as near as possible to establish for the retail 
stores a margin which was normal—a normal margin for them. It 
comes to about 18 percent on the retail dollar. 

Mr. Poage. Was a 28-percent spread normal? 

Mr. Erikson. Yes, that is very normal. As a matter of fact, it 
is probably below the actual margin that they have. The margins 
we took are lower, percentagewise, than they were last May—June, 
because the prices of meat have increased. What we did was to 
take the best data for May-June and convert them to a dollar 
mark-up. We then took the retailer’s increase in costs which they 
reported to us and added this to the dollar mark-up. This final 
figure was then converted to a percentage mark-up. That gives us 
a lower percentage mark-up for the retailer than he had last May- 
June. 

Mr. Poace. We have got the retailers, they are getting 28 percent 
mark-up. 

Mr. Ertxson. Let me go into how we arrived at the margins for 
the packer. 

Mr. Poace. I do not care about that. If I could get you to give 
some figures I would let you go. We have got 28 percent as the over- 
all mark-up for the large retailers, and I understand that it includes the 
cost of the shrinkage to the retailer. We have got 4 percent, roughly, 
as the over-all mark-up for the wholesaler. We have got 6 percent, 
roughly, as the over-all mark-up for the packer. Is that right? 

Mr. Erixson. All of those are based on the sales dollar. 

Mr. Poage. All right. 

Mr. Erikson. The 28-percent figure, you see, is not correct. It 
is not in line with those other figures. The retailer’s margin is only 
18 percent. 

Mr. Poace. But there is a 28-percent mark-up. The 18 percent 
has nothing to do with mark-up, does it? 

Mr. Erikson. Mr. Poage, that 28 percent is your figure. I do 
not know whether it is right or wrong because that is not the way 
the trade normally figures its margin in the retail store, and we use 
the customary method. 

Mr. Poagce. Then let me ask you—forget all about any figure that 
has been given to you—can you tell me approximately the percentage 
increase in the selling price of a retail store over their cost price of 
meat? 

Mr. Ertxson. You would take, say, a quarter of beef which would 
cost them a certain amount and you want to know how many dollars 
and cents they get for that, for their entire operation, is that what you 
want? 

Mr. Poace. Let me put it this way: A retail store sells $100 worth 
of meat during the day. How much will that beef have cost the 
store—how much will the store have paid, either the packer or the 
wholesaler for that meat? 

Mr. Erikson. The retailer on the average will get $18 on each $100 
worth of sales which will cover his total operation, his labor for cutting, 
his labor for selling, and his margin of profit. 

Mr. Hitt. That includes the shrinkage and the cutting off of the 
fat and the bone? 





374 BEEF CEILING PRICE REGULATIONS 


Mr. Errxson. He gets $18, not taking that into account, on $1()0 
worth of sales. That is for the entire work. 

Mr. Poage. But you are making it appear that that 18 percent in- 
cludes all that the retail store gets out of the consumer. 

Mr. Errxson. No; I am not trying to make it appear that way, 
because he has shrink of more than 18 percent. 

Mr. Poage. Can you tell me then if the retail store sells $100 worth 
of beef today how much that retail store must pay to the wholesaler 
or to the packer if he buys direct from the packer? 

Mr. Ertxson. Yes; I could work it out for you. It would probably 
take me 20 minutes. 

Mr. AnpReEsEN. You have that in this schedule of prices that 
the packer gets for his carcass, the quality of meat and also you have 
it by cuts that the retailer must charge; is that correct? 

Mr. Erikson. Yes, of course, you would have to put all of those 
cuts together at retail to get back to the price or the particular cut 
which a packer sells him. 

And I do not have it before me. I say it can be worked out without 
much difficulty. 

Mr. ANDRESEN. You have what the packer can charge for the car- 
cass? 

Mr. Errxson. Yes. 

Mr. ANDRESEN. On different grades of meat? 

Mr. Ertxson. That is correct. 

Mr. AnpRESEN. That is what the retailer has to pay, is that not 
right? 

Mr. Ertxson. That is right. 

Mr. ANDRESEN. Do you have those schedules before you? 

Mr. Errxson. No; I do not have them with me. I remember those 
figures well enough. The packer for Choice beef at Chicago gets 55 
cents plus allowances for delivering the meat to the retailer and for 
wrapping, if he wrapsit, and then the retailer’s prices are based strictly 
on that particular price in order to give him a margin of 18 percent on 
his sales dollar, to cover his expenses which is a fairly normal thing 
as near as we have been able to determine by studying a lot of records, 
of surveys made at various periods of time. 

Mr. AnpresEN. Is that 18 percent a net mark-up or a gross mark- 
up? 

Mr. Errxson. That is a net realized percentage. 

Mr. AnpreEsEN. After he pays all of his merchandising expenses? 

Mr. Erikson. No; that is to cover all of those. You see, they call 
it a net realization, to get away from store shrinkage. In addition 
to the cutting shrink they have a store shrink. The 18 percent is the 
gross profit for the operation. 

Mr. AnpresEN. Would that be 18 percent? 

Mr. Erixson. That is 18 percent on the average. 

Mr. Poacer. That does not include shrinkage? 

Mr. Errxson. For all types, retail, combined. 

Mr. ANpRESEN. Who pays the shrink, is that taken care of by the 
fellow in the OPS? 

Mr. Errxson. The cutting shrink has_to be taken care of in the 
pricing of his particular meat cuts. 

Mr. AnpRESEN. The mark-up that you give, some are more than 
18 percent and others are less. 
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Mr. Ertxson. That is right. 

Mr. ANDRESEN. So that it will average out 18 percent? 

Mr. Erikson. That is right. 

Mr. Poace. I want the record to note my dissent and my belief 
that it is 28 percent and not 18 percent, but go ahead. You have 
been unable to give us what the packers would make other than to 
suggest it was 6 percent over-all profit for them. 

Mr. Ertxson. Oh, no; we can work that out for you. The price 
of a Choice animal at Chicago is a reflected price of $34.20. The 
packer can sell that particular carcass for 55 cents. 

Mr. Poaae. That is considerably more than 6 cents, is it not? 

Mr. Errxson. But when he kills one of these Choice animals he 
only has 59 percent meat left out of 100 pounds of live animal pur- 
chased. 

Mr. ANpRESEN. If you can get 59 percent, that is a good animal. 
Only a small fraction of the animals that are sold have that. 

Mr. Errxson. Yes. As near as we have been able to figure the 
packer will get somewhere in the neighborhood of about—and this 
is almost exact—$3.25 per hundred pounds of meat handled. This 
is for buying the cattle, transporting them to his plant, killing them, 
and chilling the meat and selling the meat. 

Mr. Poags. That is almost exactly 10 percent then? 

Mr. Errxson. Based on his sales price of $55 per hundredweight, 
he gets about $3.25. It is considerably less than a 10 percent mark-up. 

Mr. Poage. About 10 percent on his investment. He paid $34 a 
hundred for the cow. 

Mr. Erikson. $34.20. He gets about $3.25. 

Mr. Poace. He gets $3.25, and that is almost exactly 10 percent 
increase. 

Mr. Errxson. If you figure it on the basis of his purchase price, that 
is correct. 

Mr. Poacs. That is what he put out—he put out $34.20, and he 
got almost exactly 10 percent. Now then let us find out about the 
feeders, a man who feeds cattle. What margin have you left for him? 

Mr. Errxson. Well, now, it depends on which one of those you 
want to take. 

Mr. Poaar. We have been taking averages. 

Mr. Errxson. Let us take an average. I will take the average 
feeder who put cattle into feed lots during the period of last August- 
December which is the period when most cattle go into feed lots. 
Thé figures show that if you use April prices and, of course, he did 
not by any means have April costs all of that time, costs would average 
less than that by quite a bit. But if April costs are used as the De- 
partment of Agriculture presented them to you, it would show that 
feeders would average on sales made before August 1, $47.69 per steer. 
The average for the past 10 years, the average margin they made for 
the past 10 years, is $23 per head as against this $47.69 as was pre- 
sented to you by the Secretary of Agriculture. 

Mr. Poacer. What significance that has, the average cost of those 
cattle over the last 10 years, I do not understand. Of course, I can 
remember during the last 10 years when you could buy corn for about 
75 cents a bushel. 

Mr. Ertxson. These are margins after you take all costs into ac- 
count. 
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Mr. Poace. These are the margins? 

Mr. Errkson. Of profit. 

Mr. Poace. I understood you to say costs. 

Mr. Erikson. For a feeder, a commercial feeder who puts his cattle 
into the feed lots, we would use the period of August 1950 through 
April 1951. A commercial feeder usually puts cattle in the feed lot 
and takes them out on a regular basis but is still more inclined to 
buy more cattle in the fall. Assume that he put cattle into the feed 
lots at the same rate which cattle did move into feed lots during 
that period. Our figures show that even for him using an April feed 
cost——— 

Mr. Poace. He was not affected by the roll-back at all, was he? 

Mr. Errxson. Yes, of course. I am talking about the man who 
puts cattle in the feed lots. 

Mr. Poace. We are not interested in that fellow. What has hap- 
pened last year or the year before, we are not interested in that. We 
are interested in now. What margin you provided for this feeder 
under these orders. We are not talking about what this grocery 
store made last year, but what margin there is for the feeder under 
these orders. 

The CHarrMAN. You are explaining what the margins were as of 
last fall from June to December? 

Mr. Ertxson. That is right. 

The CHarrMaANn. That is the last figure I suppose you have, but 
what Mr. Poage is concerned with is what margins have you left to 
the man who has put cattle into the feed lots since January. 

Mr. Ertxson. I do not interpret his question that way. What he 
wants to know is the margin of profit that we have left for a feeder, 
and we have not established ceiling prices which regulate a feeder’s 
price for live animals. There has never been—— 

The CHatrRMAN. You regulate what he sells them for. 

Mr. Ertkson. Yes. 

Mr. Poacr. Neither have you established ceilings either for what 
the feed will cost that man. 

Mr. Erikson. It is still below parity slightly. 

Mr. Poace. But you have not established any ceiling on what that 
feed will cost him. 

Mr. Errxson. I am just assuming that prices of feeds will be 
frozen when they get up to the legal minimums. 

Mr. Poace. What will happen about his labor, are you going to 
freeze that? 

Mr. Errxson. That is out of our province. 

Mr. Poace. It is part of his cost, is it not? 

Mr. Errxson. I say that the Office of Price Stabilization does not 
cover that. 

Mr. Poaace. Did you ever see anybody bring wild cattle in without 
any labor—did he just turn them loose in a lot—did he do that and 
did they grow like weeds? I never have seen it happen. 

Mr. Errxson. Mr. Poage, for your information I would like to 
point out for the record that I have lived on a western ranch for 
27 years and yet you are indicating that I have never seen an animal. 

Mr. Poaae. I am just saying that I have never been in the feeding 
business: You get me all wrong. I am just asking you about this. 
I am just asking you if this can be done without any labor. I am 
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asking you as an expert. I am saying that I am not a feeder and 
never have been. Iam just a looker-on. You are the expert. You 
are the man that knows about. these. 

Mr. Erixson. I do not claim to be an expert. 

Mr. Poage. I am just asking you if it is possible to feed cattle 
without any labor. 

Mr. Erikson. I think you know the answer to it as well as I do. 

Mr. Poaae. I think so, but then I am not a feeder. 

Mr. ANDRESEN. I want to ask about a specific case on feeders. 
Here is a man who purchased one hundred 900-pound steers at 37 
cents a pound. 

Mr. Ertxson. What is the date of his purchase? 

Mr. ANDRESEN. April 1 and he paid $37 for them. The cattle 
weigh 900 pounds average. He is putting them on grass and will 
feed them about 6 weeks on corn. He expects to put on 200 pounds 
more. What will be the financial status of that feeder when he comes 
to sell his cattle along after October 1? 

Mr. Ertxson. How long will he be keeping them on grass? 

Mr. ANDRESEN. He will keep them on grass—he has them on grass 
now—and he will keep them on grass until probably about the middle 
of August, and then will begin feeding them corn for about 6 weeks. 

Mr. Errxson. He would have them sold before October 1, then, 
would he not? 

Mr. ANpRESEN. Yes. He will have to keep them until after 
October 1. He paid $37. 

Mr. Ertxson. He will put on 200 extra pounds. They will grade 
out Good cattle. Or they ought to grade higher than that. 

Mr. ANDRESEN. There may be a few C hoice in there. 

Mr. Errxson. There should be a lot of Choice at 1,100 pounds and 
with that much feeding. 

Mr. ANDRESEN. Six weeks of corn. 

Mr. Erikson. He has a big frame to start with. He has them on 
good grass, presumably. 

Mr. ANDRESEN. What will he be able to get for those cattle when 
he sells them? 

Mr. Ertxson. The price on Choice animals would be somewhere in 
the neighborhood of about $31.20 after October 1, 1951. 

Mr. ANDRESEN. How about Good? 

Mr. Errtxson. The Good price would be below that. I do not 
have the figure here before me. 

Mr. ANpRESEN. About $27 or $28. 

Mr. ABerNetuy. That is set out in the table in the Live Cattle 
Order. 

Mr. Hope. Table 13 which he has before him there shows that cattle 
for which $37 per hundredweight was paid would show a net loss of 
$12 per head if marketed before August 1. And after August the 
roll-back goes on, the loss would be § $27, that is per head. On heavy 
steers for which $37 per hundredweight was paid, under the June-July 
ceiling the loss would be $20 per head, and under the August 1 ceiling, 
would be $37 per head, according to the Department of Agriculture 
figures. 

Mr. ANDRESEN. That man would stand a loss of $3,700 on one hun- 
dred head of cattle according to those figures. 
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Mr. Erikson. If he feeds them according to these figures, and 
bought them at the price indicated here, that is correct. That partic- 
ular person, though, has probably been in the operation during this 
whole period and as I mentioned a moment ago, his average over that 
period will probably be very good. You cannot take care of a person 
on every purchase. The feeders were notified that the ceiling prices 
would be placed on cattle in January. 

Mr. Poacer. Let us see how that was done. 

Mr. Erikson. It was done in the regulation which froze meat prices. 
They knew that the meat prices had been frozen at the December- 
January level. 

Mr. Poace. Do you have a copy of the notice that was given to the 
feeders at that time? 

: a Erikson. I do not think any notice went out specifically to 
eeders. 

Mr. Poace. I thought that is what you just said, that the feeders 
were notified. 

Mr. Errxson. I think they were well aware of that statement. 

Mr. Poace. Being well aware and being notified is not quite the 
same thing, is it, Mr. Erikson? 

Mr. Erikson. I will accept your differentiation. 

Mr. Poagr. Was there, in fact, any effort on the part of the OPS to 
give notice to feeders or to breeders of cattle? 

Mr. Erikson. I would say that the trade generally knew that, the 
feeder trade group generally knew that we were planning to establish 
prices for livestock at about the December-January level. 

Mr. Poage. Let us get that very clear, because I think that is 
extremely important. The trade knew. Let us see if I understand 
youright. You said, did you not, that the trade generally knew that 
you were planning to establish ceilings on live animals at about the 
December-January level? 

Mr. Errxson. In our initial move; yes. 

Mr. PoaGce. Wait just a minute. You did not think of that initial 
move when you made the statement, and you did not think of it back 
in January, did you; you were thinking only of one move then, were 
you not? 

Mr. Errxson. We have always told them that the regulation we 
were working on to fix dollars and cents prices for dressed meats 
would reflect prices to the cattle producer at a level of about the 
December-January prices. 

Mr. PoaGe. Was there any intimation that there might be any 
rolling back of prices beyond that level? 

Mr. Erikson. There were intimations; yes. 

Mr. PoaGce. Would you give us some of those intimations and 
explain just how they were conveyed to the public? 

Mr. Erikson. That is the reason I used the term “intimations”’ 
because I do not think that the industry was generally given notice 
that there would be the August and the October roll-backs. 

Mr. Poager. That is right. That is right. Some of those intima- 
tions—let us see if this is one of those intimations—is this one of those 
intimations wherein one of your responsible officials of this agency 
said: “If these orders went out’’—that is the general roll-back—‘“I’m 
sure that all of us who like steak or need a new suit or a new coat 
would cheer the announcement.” 
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That was from Mr. Johnston’s statement on March 9. He says 
that if we arbitrarily shoved down the prices of meat to last year’s 
figures, that would be 1950 figures, that it would wipe out a business, 
and went on and said that it would create black markets, and that we 
could not buy meat and many other things, all of which we know are 
coming true. 

Is that the kind of intimation that you have in mind, that the 
public was led to believe that these prices were going to be rolled back 
to 1950? The only thing I have seen is a positive statement that if 
we did do it we were inviting the black market. 

Mr. Errxson. I am not acquainted with that particular statement, 
and that is not what I had reference to. 

Mr. Poage. Can you tell us what you did have reference to? 

Mr. Erikson. In talking with certain people from the trade I asked 
at one time what would be the best time of the year to institute an 
additional roll-back: if it were considered necessary I was told that 
somewhere after July would be the best period. I asked when would 
the feedlots be nearest empty, particularly, of these heavy stock we 
have talked about here today, and I was told it would probably be 
September 1 to October 1. 

| asked how much notice the feeders would have to have if such a 
thing were contemplated, and I was told they ought to have at least 
3 months. 

I want to make it very clear here for the record that that was a very 
informal discussion with just a few people and I do not want to 
intimate here at all that that was something which gave them notice 
of the October and the August roll-backs. Ido not indicate that at all. 

Mr. Poags. You did not even do that with the official industry 
advisory committee, did you? 

Mr. Erikson. I do not believe we did. 

Mr. Poaasr. Did you or did you not, Mr. Erikson, just shortly 
before this roll-back discussion with any individual members of that 
industry advisory committee in an official manner suggest to them 
that if there was a roll-back it would not go back beyond January 25? 

Mr. Ertxson. I do not recall that I did. 

Mr. Poacr. Can you say you did not? 

Mr. Erikson. I do not recall that I did. 

Mr. Hops. I would like to have you say, if you can, when was the 
first time that it was determined that there would be a roll-back 
beyond the January price level? 

Mr. Erikson. I do not think that I can even answer that one, 
Congressman Hope. The additional roll-back was talked about at 
various times, even before I came into the office as a regular employee. 
So I could not answer when it was first introduced. 

Mr. Hope. As a matter of fact, did not you and others in your office 
repeatedly during the months of February and March and up into 
April make the statement that if there was a roll-back it would not go 
back beyond January 25 figure? 

Mr. Ertxson. I indicated to the trade and always told them that as 
far as I knew that there would not be any adjustment beyond that 
level and I was speaking sincerely at the time and it was what I 
thought was the case. When I did learn that there was a possibility 
that there might be one announced as early as it was announced, and 
when the members of the cattle industry asked me about it, I told 
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them it was something that I could not comment on at that time. 
This certainly gave them some indications that there might be an addi- 
tional roll-back. 

Mr. Horr. When did you learn it? 

Mr. Erikson. I beg your pardon? 

Mr. Horr. When did you first learn there was a possibility of an 
additional roll-back? 

Mr. Errxson. There was talk of the roll-backs to be announced at 
a later date. The idea included in this regulation which was released 
the latter part of April, the decision to include it in that, was made 
fairly shortly before the issuance of the regulations. 

Mr. Horr. Can you give anybody here any assurance that there 
will be no further roll-backs after the October roll-back? 

Mr. Erikson. I, certainly, had better not make any statements 
on it. 

Mr. Hope. fs there anyone who can give information on that? 

Mr. Erikson. I would like to explain for the record that at the time 
of the issuance of these regulations it was indicated that, perhaps, it 
would be better to let the issue ride for a time on whether or not there 
should be additional adjustments in the price of cattle at a later date. 
Mr. DiSalle at that time said that he felt that the only way to do it 
was to announce it at this time in order that he could be perfectly 
honest with people, if they asked him whether or not there were going 
to be additional roll-backs. He felt that if we had in mind to initiate 
such roll-backs at a later date that he, in all fairness, would have to 
tell them at this time, and if they were going to be told at this time, it 
might better go in this particular announcement. 

Mr. Horr. When was that decision reached that there would be 
further roll-backs? 

Mr. Erikson. I cannot answer that question, because the topic was 
discussed earlier than even I came into the office as a full-time em- 
ployee. I did not think at that time or at any time up until shortly 
before the regulations were issued that it would be included as a part 
of this particular regulation. 

Mr. Horr. Were you ever asked for advice on that particular point 
as to whether there should be further roll-backs? 

Mr. Ertxson. Yes, sir. 

Mr. Hope. Mr. Poage says that you recommended there be further 
roll-backs, is that correct? 

Mr. Errkson. | did not say.that I had recommended them. 

Mr. Horven. Did you or did you not? 

Mr. Errxson. I have felt that the move is economically sound. 
My own personal reaction to the issue is that roll-backs cause the diffi- 
culty which we are discussing today, and if it could have been avoided 
without making further adjustments in other parts of the economy | 
would have preferred it, but I was working only on the meat problem; 
I was not working on the over-all economics of the situation and, con- 
sequently, I was only seeing the economics of the problem insofar as 
the meat industry was concerned. 

The CHarrMAN. Your testimony indicates that there has been a 
slowing up of the increase in price of meats after Korea as compared 
with and related to the increase prior to Korea. I assume all of us 
will agree that there was a progressive increase in the production of 
beef cattle during the months immediately before and after Korea. 
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Did you conclude that by the issuance of this order the beef-cattle 
people would increase production of beef so as to meet the unusual 
demands for beef? 

Mr. Errxson. Yes, I think the level of price is such that there will 
be an incentive for increased production. And I think that the De- 
partment of Agriculture shares that view, at least, they have made 
statements to that effect. 

The CHartrMAN. Do you think by rolling back the price it is caleu- 
lated to increase production? That is the question. 

Mr. Ertxson. I say that the level of prices which we have pro- 
vided are sufficiently high to be an incentive for increased production. 

The CHarRMAN. You just said that, but can you justify that state- 
ment? 

Mr. Erikson. Yes, I think I can, because we have allowed, prices 
even after the October roll-back which will be higher than the prices 
prior to Korea, and those prices as I pointed out before, with the ex- 
ception of 2 months, were the highest in the history of this country. 
Furthermore, the highest number of cattle we have ever had in the 
history of this country was recorded for January 1, 1945, and in the 
year preceding that record number prices averaged only 120 percent 
of parity. 

The CHAIRMAN. Are you aware of the testimony given this com- 
mittee by Mr. Brannan, the Secretary of Agriculture, to the effect 
that as the result of this order we would have less beef cattle in this 
country 2 or 3 years from now? 

Mr. Erikson. I did not know he said that. 

The CuarrmMan. He said it. It isin the record. It was developed 
here this morning. I thought you were here. Were you not here 
this morning? 

Mr. Errxson. I was here part of the time only. 

The CHairMAN. A controversy came up about it and somebody 
found it in the record in which he said it was reasonable to expect 
that more cattle would be slaughtered in the immediate future, but 
in the long run our herds would be impaired and there would be less 


cattle slaughtered as the result of this order. 


Mr. Hops. You say that you think that the level of prices that 
you have set under these roll-back orders is high enough to induce 
an expansion of production, but do you mean to say that under the 
circumstances that exist now that cattlemen will actually go in and 
increase production? 

Mr. Erikson. Yes, we feel that 120 percent of parity is a price 
that will bring back those cattle. 

Mr. Hope. When you say 120 percent of parity as being high 
enough as a price to induce production, do you mean a man who paid 
152 percent of parity will feel encouraged to produce them for 120 
percent of parity? 

Mr. Errkson. The record numbers of cattle in the country are 
made by those people on the ranges who produce the cattle, and they 
do not have the initial cost that you are speaking about for a feeder. 

Mr. Horr. You know the cost has gone up on the range. You 
were here this morning when I put the figures in the record from the 
Bureau of Agricultural Economics, showing that the total cost per 
hundred pounds of cattle out in the intermountain region, which Mr. 
DiSalle says was considered in determining prices, went up from 
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$15.30 in 1947 to $20.95 in 1950 and an estimated cost, according to 
BAE of $23.27 in 1951, showing that between 1947 and 1951 there was 
an increase in cost of production of more than 50 percent. 

Do you believe that under those circumstances you are going to 
have an increase in the production of cattle on the range? 

Mr. Ertxson. Our own analysis of those figures in attempting to 
bring them up to date led us to a different conclusion than you arc 
reading now. We have asked that our people take this up with the 
BAE to see whether or not we made a mistake in our calculation, and 
I would like, after they have that chance to explore the matter to be 
able to speak to you about them. 

Mr. Horr. Of course these figures just came up this morning. | 
am assuming that the BAE will give you the same figures that they 
gave the committee, And if they do, they indicate the large increase 
in cost of production out on the range that has just been mentioned. 

I want to ask now about that part of your order which puts a quota 
of 90 percent upon the amount of cattle that a packer may buy during 
this present period. What was the purpose of that limitation? 

Mr. Erikson. I am very happy to talk on that, because I think 
there is so much misunderstanding concerning our quota system. = It 
was considered necessary if we are going to have any type of price 
control in this industry to regulate those people who could handle 
these livestock. We have enough slaughtering capacity in the United 
States to easily handle the livestock which are expected to come to 
market in the foreseeable future. And so we put out this regulation, 
issued last February, which requires slaughterers who had operated 
prior to that time to register. Then on the basis of those registrations 
we have set up a quota system in order to distribute the cattle that do 
come to market as equitably as possible among those registered 
slaughterers. 

There is no intent at all in this quota system to restrict the numbers 
of marketings. The only thing we want to do when the livestock 
come to market, is to distribute them as equitably as possible among 
the slaughterers. 

We do this because we found in the experience under OPA certain 
people were clever enough to operate without getting caught in the: 
black market and were slaughtering much more than their share of 
livestock. Some were killing so many livestock it was imperiling the 
meat supply for the Army as well as distorting the distribution of 
meat to the civilian trade. I want to point out that there is no 
intent whatever to restrict the number of livestock marketed. The 
purpose is merely to divide them among the slaughterers once the 
livestock come to market. There is no intent to drive down the 
price with them, either. 

Mr. Hore. You said you were going to give them 100 percent of 
what they had a year ago. That might sound plausible. You are 
saying now that in Chicago, we will take that, I assume there are 
the same number of slaughterers as a year ago. Has there been any 
change, either up or down? 

Mr. Ertxson. The best figure that we could arrive at prior to the 
May accounting period was that about 90 percent of the numbers of 
cattle that came to market last year in the corresponding period woul 
come to market this time. We also checked that figure with inde- 
pendent estimates made by the Department of Agriculture, and on 
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the basis of those figures we established our percentage quota, not 
because we wanted to hold the marketings down to 90 percent, but 
we believed that that was all of the cattle which would come to 
market. And if we had established the quota percentage at a higher 
level, some people would have gotten more than their share, and others 
would correspondingly have gotten less. 

Mr. Horr. How would they get more than their share if everybody 
in Chicago who buys cattle can only buy 90 percent of what they 
bought last year; that means there are going to be 10 percent less 
slaughtered? 

Mr. Erixson. That isright. We expected that for May 10 percent 
less cattle would come into the markets, and so far the figures are 
bearing us out, and showing that we are pretty near right. Actually, 
we are too high. 

Mr. Horr. Why do you expect there will be 10 percent less? 

Mr. Erikson. It was just an estimate made on the basis of the 
best data available, taking into account what came into the market 
in the preceding period, how many are in feed lots, how many will 
come in from ranges, all of those are put together, and it added up to 
about 90 percent. 

Mr. Hops. Does that mean that you think that under this order 
we will have less coming in? 

Mr. Ertxson. No; for the entire year we figure—I should say the 
Department of Agriculture estimates, that there will be about, I 
believe it is 4-percent increase in the total production of beef, so that 
the average marketings will be something over 100 percent. 

There is one other question to clear up which Mr. DiSalle did not 
answer for you. The quotas are on a live-weight and not on a head 
basis. 

Mr. Hope. You say there will be 10 percent less cattle slaughtered? 

Mr. Erixson. Ten percent less marketed. 

Mr. Horr, And you cannot slaughter more than you market, can 
you? 

Mr. Errxson. That is correct. 

Mr. Hope. So there will be 10 percent less slaughtered? 

Mr. Ertxson. Yes. 

Mr. Hope. In any given area or any given packing plant, so that 
means there will be 10 percent less meat during this period than was 
available a year ago? 

Mr. Errxson. That is essentially correct. 

Mr. Horr. How long will this order remain in effect? 

Mr. Errxson. These quotas are established each month restricting 
what the slaughter shall be. 

Mr. Hops. Has there been a definite fixed date for the expiration of 
this quota period? 

Mr. Ertxson. They expire with the end of an individual’s own 
accounting period. We felt there was some advantage in that. For 
example, Armour’s accounting period is different than Swift’s, and so 
forth, and we felt that if we had them all end at the same time, and if 
there were excess quotas out everybody would make a rush the last 
week to get more cattle than are marketed, or if there were less quota 
available than there were cattle it would cause a bad situation. So 
we have related these quotas to the individual slaughters’ own ac- 
counting period. Those accounting periods are either 4 or 5 weeks or 
a calendar month. 
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Mr. Horr. So every slaughterer now is limited for this present 
accounting period to 90 percent of what he slaughtered during a similar 
period a year ago? 

Mr. Erikson. That is correct. 

Mr. Horr. That does mean for that time there will be 10 percent 
less slaughtered? 

Mr. Erickson. Because the livestock are not coming in any faster, 
not because of the quota system. 

Mr. Horr. How do you know whether it is because of the quota 
system or not? 

Mr. Erikson. Because we are in close contact with the various 
parts of the country, so that we know the quota is not leaving cattle 
stranded at the markets. The cattle are clearing the market each day. 

Mr. Hore. If I knew that any packer would buy 90 percent of what 
he bought a year ago, I might be a litile reluctant about putting cattle 
on the market, that is, if T knew that by the time every packer had 
bought 90 percent that I would have to hold my cattle back home 
or make some other disposition of them, wouldn’t that follow? Do 
you think that is keeping cattle off the market? 

Mr. Ertkson. No; I do not think so, because cattle were staying 
off the market in the first part of May when a packer could have used 
60 percent of his quota any day that he wanted to. 

Mr. Horr. Why are they staying off the market now when they did 
not stay off the market a year ago? 

Mr. Erikson. Well, you have had some fluctuations in the last 
4 weeks. The first Monday following the announcement of price 
regulations there was a break in the market price. I should put it 
this way: we had heavy runs of cattle. And prices broke. The 
following Monday the run was light and the price went up. The 
succeeding Monday the run was heavy again and prices went down. 
And again this past Monday we had a light run. Monday is the 
biggest marketing day of the week. 

Mr. Hopr. That is what you say happened, but why did that 
happen—why are there fewer cattle coming on this month than there 
did a month ago? 

Mr. Ertxson. I think that the producers are in a position to hold 
those livestock and put extra‘gain on them. 

Mr. Horr. Just as much feed in the country as last veat 

Mr. Ertxkson. The margins were not as wide last year on the 
average. 

Mr. Hopr. What do you mean by margins? What margins? 

Mr. Erikson. It was the vear before that they were much lower. 
Last vear they were as high. 

Mr. Horr. I am talking about last year. That is what I want to 
know. 

Mr. Ertxson. The season this year, I think, generally has been a 
little later, has it not? There is a tendency for these people with 
cattle in the feed lots to move them in about the time they want to 
get into the fields. Cattle have moved in slower, I think, because of 
a later spring. 

Mr. Hope. Is that the reason then that you decided there would 
not be as many come in? 

Mr. Eritxson. We took as many factors as we could into account. 
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Mr. Horr. Did you make 1 of these 24-hour hurry-up surveys out 
in the regional offices to get that information, or how did you get it? 

Mr. Erixson. That information is worked up in our own office, 
and, as | explained a moment ago, it is checked with an indepe ‘ndent 
estimate made by the Department of Agriculture. 

Mr. Poage (presiding). It is purely coincidental that this drop 
in cattle receipts occurred simultaneously with the roll-back, is it? 

Mr. Ertxson. No;I do not think that is true at all. All 1am saying 
is that cattle even during April were running at somewhat less than 
they did a year ago. 

Mr. Poace. If you do not think it is coincidental, you do think 
there was a relationship? 

Mr. Erixson. | think the announcement itself certainly has some 
effect on marketings; yes. 

Mr. Poace. It had an adverse effect, had it not? 

Mr. Erikson. That is a little hard to say, which effect it has had, 
because in some of the weeks since the announcement we have had 
heavy and in some light runs. 

Mr. Apernetuy. ‘he first roll-back which vou say has been for 
the benefit of the packers and the processors, and so forth, will restore 
their margins as of what date? 

Mr. Erikson. It will restore their margins as near as we can tell 
at about the January level. 

Mr. AberNETHY. Have you determined that those margins gen- 
erally are fair to the producers, packers, processors, and retailers? 

Mr. Erikson. Yes; we studied those margins for the retailer in 
January in relationship to other periods of 1950 and, also, other 
years. We built up the margin for the slaughter on the basis of his 
individual cost items. 

‘Mr. Appernetuy. I want you to repeat this now, have you deter- 
mined that those margins are fair? 

Mr. Erikson. Yes; we feel that they are fair. 

Mr. Aberneruy. You have stated that this roll-back will restore 
fair margins as of January for the retailers, for the packers, and for 
the processors. If that is true where will this 10-percent increase for 
the meat cutters come in? 

Mr. Ertxson. We have not studied that issue yet. It is a prob- 
lem which will cause us some concern, Lam certain. I have not had 
the opportunity since it was announced to se> what effeet it will have. 

Mr, Aperneruy. Will you say that if that 10-percent increase is 
allowed, which has been authorized and which pierces the ceiling 
which the stabilization people fixed—will you not concede that that 
is going to throw these fair margins out of balance? 

Mr. Erikson. Well, we will have to look into it and see how much 

amounts to of the total. 

Mr. Apernetuy. Will you not now concede you have already 
determined that the margins are fair—you have just said that they 
are fair—that you restored them as of that date because the "y were 
fair—will you not have to concede that these increases in wages are 
going to throw those margins out of line? 

Mr. Lovre. Will you yield right there? That will be taken care 
of in the roll-back coming August and in October. 

Mr. Anernerny. He will have to answer it. I do not know. 
want to know if it will destroy that fair margin. 





386 BEEF CEILING PRICE REGULATIONS 


Mr. Errxson. Before I could answer that, as I explained a moment 
ago, I will have to find out what percentage this particular increase 
in labor costs is to total costs. 

Mr. Aperneray. All right now, if you will not answer it, you wil! 
not say whether it will or will not throw it out of balance, but you 
would say that an increase in the amount that is paid to a man for 
live cattle throws it out, that is what you have told this committee, 
and that is the basis of the order? 

Mr. Errxson. The magnitude is quite different. 

Mr. Apernetay. I know the attitude is. 

Mr. Errxson. The magnitude. 

Mr. Asernetuy. Well, maybe it is the magnitude. Maybe it is 
the magnitude of it, but you have just said positively that the object of 
this order is to restore a fair margin for the packer, for the retailer, and 
for the processor, and you have testified positively that this order wil! 
do that. If this order will do that how can you sit there and not 
concede that an increase in the cost of labor will not throw that fair 
margin out of balance? 

Mr. Ertxson. It is very possible that that is such a small percentage 
that it can be absorbed out of the margin we have. 

Mr. AsperNetuy. Have you determined that? 

Mr. Errxson. I told you I had not had an opportunity to work it 
out. 

Mr. Asernetay. If it is so small, why is it that you cannot figure 
out some way to take care of the small amount of cattle that the feed- 
lot operators have bought since January? That is small, too, is it not? 

Mr. Ertxson. Variation in prices. 

Mr. Apernetny. In other words, it just depends on whose ox is 
being gored, does it not? 

Mr. Errxson. I do not think so. I think our own attitude and, 
certainly, mine has been as fair as it could possibly be to the producers. 
I am well aware of the importance of the livestock industry. I would 
not want to do anything that would in any way impair production of 
livestock. 

Mr. ABERNETHY. I am probably affected by this order less than any 
man on the committee. But I want to say this, I have not heard of 
anyone in your agency criticizing any of the people who wanted to take 
another cut out of this thing in the cost of wages. I have not heard 
you say a word about it. None of you criticize that, but you have 
criticized the feeders, and you have criticized the man who raises the 
cattle on the farm. 

Mr. Erikson. I have not critized any of those. I have not ever 
said they were making too much. 

Mr. AsperNnetuy. The reason you are rolling the price back, is that 
you think they are making too much? 

Mr. Errxson. That is not the reason at all. 

Mr. Poager. The cattleman was getting before you rolled him back 
approximately 150 percent of parity, you say. 

Mr. Erikson. 152 is the last figure. 

Mr. Poace. That means that he can buy approximately 50 percent 
more of the things that people want to buy than he could during the 
base period, that is right, is it not? 

Mr. Errxson. That is correct. 

Mr. Poage. Now then the average of industrial labor in the United 
States—the average industrial wage, as I understand it today, is 550 
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percent of what it was in 1909, the base period. That is right, is it 
not? 

Mr. Errxson. I do not know the figure. 

Mr. Poace. You do not know whether I am right or wrong? 

Mr. Erikson. I do not know whether that is the correct figure. I 
will assume that it is right, if you are reading it. 

Mr. Poaage. If that is right, and I think it is, and I should take 
another step there, the parity average now stands at about 284, does 
it not? 

Mr. Ertxson. The index, you mean? 

Mr. Poage. Yes. 

Mr. Erikson. I believe that is about right. I do not have it here. 

Mr. Poage. It is roughly in that neighborhood. It may vary a few 
points. It is less than 300 and more than 275, which means that taken 
as a whole, goods cost approximately two and three-fourths times as 
much, or 2.8 as much as they did during the base period? 

Mr. Erikson. That is right. 

Mr. Poage. And yet industrial wages are 5.5 times as much as they 
were during the base period which means that the industrial worker 
can buy approximately twice as much of the things that people want 
to buy as he could during the base period—is my conclusion correct 
there? 

Mr. Errxson. I would say that is correct. 

Mr. Poagr. And I have no objection—I am glad that the worker 
can buy twice as much, and I am glad that the cattleman can buy 1.5 
times as much, but is it hardly fair to come here and brand the cattle- 
man as a leech upon human society and a blackjacker and a robber, 
because he has been able to advance his standard of living by 50 
percent? 

Mr. Errxson. I have not said anything derogatory about the 
cattleman at any time. 

Mr. Poage. You have said that he was getting 150 percent of parity 
and he would still be well off when you rolled him back to 120. 

Mr. Erikson. I think that is correct. 

Mr. Poage. Then would not the laboring man be well off if you were 
to cut his wages half in two, because he would be able to buy on the 
same basis as the cattleman? 

Mr. Ertxson. I would not go along with that argument. 

Mr. Poage. I would not, either, if I go with your first argument— 
I would have to go with the second statement, unless, as Mr. Aber- 
nethy says, it makes a great difference whose ox is being gored. Let 
us get it plain here, according to the Department of Agriculture’s 
figures, the average worker in the United States today can buy a 
pound and a half of meat, before he had any roll-backs here, for 1 hour’s 
work, that is, the average worker could buy 1.6 pounds of round steak. 

Mr. Ertxson. 1.5, the latest figure. It was 1.6 last June. 

Mr. Poage. Then he has lost one-tenth of a pound. 

Mr. Erixson. Correct. 

Mr. Poage. During the base period of 1909 to 1914 he had to 
work an hour to buy nine-tenths of a pound, did he not? 

Mr. Erikson. I do not have the figure. I do not know. 

Mr. Poaae. I thought you would have the same figures back there. 
That is the figure that Mr. Brannan gave us, back in the base period 
the worker had to work an hour to buy nine-tenths of a pound of 
round steak. It sold for less than it sells for today, but the relation- 
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ship has not been so favorable to the cattleman, as so many people have 
indicated. The cattlemen have lost in the relationship between their 
prices and the industrial wages. 

Mr. Erikson. It depends upon what period you take. For ex- 
ample, cattle prices—let me take—— 

Mr. Poage. We are taking the base of parity. 

Mr. Erikson. What is the base period for parity for cattle? 

Mr. Poage. It is from July 1909 through June 1914, the 5 years 
immediately preceding World War I. 

Mr. Erikson. Are not cattle on the new parity, on the modern 
parity base? 

Mr. Poags. That is still the base that we are talking about. 

Mr. Erikson. So far as the buying power is concerned, that is 
correct. 

Mr. Poage. All I am trying to make plain here is that I think it is 
unfair for these witnesses to come here and brand the cattle people of 
America as robbing the American people when their rate of increase 
in the standard of living has been less than that of the very groups 
complaining. 

Mr. Hixxy. Did you see the figures on parity where they gave the 
percentage that beef was selling at parity on the basis of the various 
cuts like Prime and Choice and Good and Commercial and Canners 
and Cutters and bulls good and bull cutters? See if I am right now. 
I am trying to say this from memory. In December 1950 parity on 
Prime and Choice beef was 108. When it dropped down to bulls, 
parity was 147 percent. 

On figuring parity on these various cuts how do you arrive at the 
conclusion on the percentage of the pounds that are sold not only in 
the carcass, but over the butcher’s counter, in other words, let us 
put it another way. ‘Tell me if you can if you know what percent of 
the beef that is sold over the average butcher’s counter is choice—do 
you know that offhand? 

Mr. Errkxson. No, but I can give it to you, I think, approximately. 
Probably as high as 60 percent, 50 percent. 

Mr. Hini. And then what proportion of a farmer’s ordinary feeders, 
the steers that go to the market like Chicago and Denver and Omaha, 
what percentage of those steers hit, let’s say, Prime? We had someone 
who gave it here. I remember what they gave. Let us see how near 
you can guess it. 

Mr. Erikson. So far as I know there has never been any tabulation 
to show what percentage of the cattle will fall in various grades except 
for short periods during OPA when the beef was being graded. I would 
guess that probably 15 percent of the total cattle are Prime on a 
yearly basis. 

Mr. Hitt. What would be Choice out of 100? 

Mr. Ertxson. Probably 25 percent. 

Mr. Hitt. Then the next would be Good? 

Mr. Errxson. It is a little hard to tell on Good and Commercial, 
because those grades have been split by a recent action of the Depart- 
ment of Agriculture. I think we figured that the bottom two grades 
together constitute about 25 percent, and the difference would be 
Good and Commercial. 
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Mr. Hitt. Good and Commercial together would be 25. That 
adds up to 65 percent. I think you are too high on Prime unless you 
include Choice in it. 

Mr. Erikson. | guess I am probably too low on both Prime and 
Choice. 

Mr. Hitu. I doubt if you are. Fifteen percent, was that not what 
you said?’ 

Mr. Erixson. The Prime grade in effect today is the old Choice 
and the Prime combined. As of last December 29, the Department of 
Agriculture reorganized those grades. 

Mr. Hitt. What percent would be bulls and canners—let us say 
good and cutters right together—what would be bulls and what would 
be cows? 

Mr. Errxson. I could not answer the question. Relatively low. 
Mr. Hixu. I think the farmer, the cattlemen, are getting a real gyp, 
not on what we are talking about today, but in the way you come to 
the conclusion on what parity is. If bulls are 147 percent of parity 
as of December 19 50, and Cutter cows were about the same, then you 
drop back to 15 to 25 percent added together, that makes 40 percent, 
they are only 108 to 112, and the 150 percent of parity on the average 
is entirely out of line unless percentagewise the amount, the quantity 
of the beef that comes in from the farmer as Choice and Prime are 

Good. 

Mr. Errxson. Those figures, as I understand, that you are reading 
show parity by grades, are unofficial figures, are they not? 

Mr. Hit. Parity is unofficial, so far as I know. I would like to 
know something about this. 

The CHarRMAN. You are not quoting any unofficial figures, are you? 

Mr. Hiuu. The figures that I have were official. 

Mr. Errxson. I think the Department of Agriculture figures for 
cattle is based on the average farm price and not on grades. 

Mr. Hinu. The grades were in that book. 

The Cuarrman. We have been given figures showing that Choice 
as of the last figures available was “only about 108 percent of parity, 
and Prime was about 114. 

Mr. Erikson. I understand there were figures of that type printed 
last December. 

The CuarrMan. We are not furnished with any additional figures 
since that time. They stopped publishing them, apparently. 

Mr. Erikson. I think those were estimates made by the Depart- 
ment of Agriculture and it is not the regular series that ‘they keep up. 

The CuarrMan. In view of the fact that the cattlemen of the 
country seem to be unanimously of the opinion that there was justifi- 
cation for them to believe that there would be no roll-back in prices 
beyond January 25, 1951, would you consider advising Mr. Disalle 
to rescind the next two orders so as to leave the beef cattle prices in 
what vou consider to be a fair relationship as of January 25, 1951; 
if you did that, why would you not accomplish something that would 
satisfy apparently all segments of our economy? 

Mr. Erikson. I feel that these roll-backs in the fall are economic rally 
sound. J have no objection at all—— 
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The CrHairman. Will you do this? I know that Mr. DiSalle has to 
rely on you and others to advise him—I know that it is not possible 
for him to do all of this himself—but will you analyze the evidence 
that has been submitted to this committee by the beef cattlemen— 
some of them have padded their figures, I realize, but actually I 
do not believe all of them have been padded, and I have not been 
impressed with the sincerity of many of the witnesses who have 
appeared here. They have given us the figures. Mr. DiSalle 
indicated this morning that he did not think that we had cross- 
examined this morning—we do not have to cross-examine them, all 
we need to do is to take the figures and analyze them in the light of 
other information which we can obtain, and if you, as one wanting to 
do a good job in the Department, will take the evidence before this 
committee and analyze the figures and the calculations, and in the light 
of that evidence determine whether or not these people are actually 
being pressed out of business, whether or not these feed lots are going 
to be empty this fall. If that is true, if the evidence submitted here 
is accurate, and our feed lots are going to be empty, we will have less 
beef and black markets. We will have a deplorable situation in our 
economy. ‘Then I think it is time for us all to reappraise the thing 
in the light of the evidence now adduced here in these hearings. If 
vou will do that it seems to me that you would, at least, show us 
that you are trying to consider the matter seriously rather than super- 
ficially as some members believe you have. 

Mr. Errxson. I believe that is a fair request. We are analyzing 
those figures as fast as they come to us. 

The Cuatrman. If there are no further questions, we would like 
to thank you for your appearance, and I would like to call some 
witnesses for Mr. Lind. 

Mr. Errxson, Thank you. 

(The following letter was later received from Mr. Erikson:) 

‘ OFFICE OF PRICE STABILIZATION, 


Washington 25, D. C., May 24, 1981. 
Hon. W. R. Poaae, 
House of Representatives, care of Committee on Agriculture, 
Washington, D. C. 

Dear Mr. Poace: On May 23, 1951, during the hearings held before the 
Committee on Agriculture, you requested that I supply you with information 
which would show what various segments of the meat industry would obtain as 
a mark-up Over cost. ? 

The following example is based on choice grade meat, where the meat is pro- 
duced in Chicago from cattle purchased in Chicago, and where the meat is sold 
directly from a packer to a chain or supermarket retail store, also located in 
Chicago: 


Margins for various segments of the meat industry, Chicago basis, per 100 pounds 


Packer: 
Price of choice grade steer to packer 
Value of byproducts (hide, tallow, ete.)_...---------------------- 


Net cost to packer (slaughter yield, 59 percent) 


Cost of carcass meat to packer ($59 divided by $30.40) 
Patker sllowance for OpermAtions |... . 5. - on io no np edoene—v--5-- 


Packer selling price at plant = 
Packer margin on cost, percent ($3.47 divided by $51.53) 
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Margins for various segments of the meat industry, Chicago basis, 
per 100 pounds—Continued 
Retailer: 
Retailer’s cost of meat delivered to him 
iyenene Oe ClGmUn Wneen, ONG.) nc an eke 


Net cost to retailer (yield of retail cuts, 82 percent)__..__-._--- 


Cost of retail cuts to retailer ($82 divided by $54.53) 
Retailer allowance for operations 


Average selling price 
Retailer’s margin on cost, percent ($81.90 divided by $15.40) ___ 


Wholesaler: 
Wholesale cost delivered 
Margin for operations. -_-_----.--- m2 es A 3 RRALOS eae a 


Selling price 
Wholesaler’s margin on cost, percent ($57.65 divided by $2.25) __ 


The wholesaler’s mark-up is based on the delivered cost of meat to him in 
Chicago and his selling price in Chicago. Very little of the meat going to the 
larger stores is handled by the wholesaler. In this case where a wholesaler 
obtains meat from the slaughterer he usually resells it to the smaller stores, and 
this Operation was taken into account in setting margins for the smaller size 
stores. 

Information covering other requests made by you at the hearings will be 
submitted as quickly as it can be prepared. 

Sincerely yours, 


57. 


ArRVAL L. Erikson, 
Assistant Director, Food and Restaurant Division. 
Mr. Linp. I would like to introduce as the next witness, Mr. Bell 
of York, Pa., who is what we would call a slaughterer-retailer. He 
has been very active in the York County Meat Dealers Association, 
and he is chairman of the board of governors. He has conferred any 
number of times since this situation arose with Mr. Erikson. He has 
been in my office several times with members of the mdustry. With 
him today are five feeders from York County who will not testify, but 
if the committee would feel so inclined, I am sure any one of them 
could get up and testify. Mr. Bell is conversant with the situation 
from the slaughterer and retailer standpoint. And like him many 
other retailers are having a Jot of trouble in complying with the regu- 
lations set out by Mr. Erikson’s agency. 
The Cuatrman. I understand that you are in the retail business? 


STATEMENT OF ROSS L. BELL, YORK, PA. 


Mr. Bett. Yes, sir. 

The Cuarrman. And you are finding it difficult to comply with 
these OPS orders? : 

Mr. Bett. Yes. , 

The Cuarrman. You find it difficult to cut the carcass in the 
manner specified by the order? 

Mr. Betu. That is one of them, yes, sir. That is one of them I 
have papers available here on this stuff as we go along, if you ventle- 
men want any of it. ies 


On the ceiling price regulation, for instance, there is one cut under 
72 F 
roasts called English cut. 
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The Cuarrman. Before you get into that, let me ask you this, prior 
to the issuance of these orders you were in business, were you not? 

Mr. Bex. Yes, sir. ; 

The CuarrmMan. Were you operating satisfactorily and on a safe 
margin of profit? 

Mr. Bett. Yes, sir; figuring over-all. 

The Cuarrman. Did you advocate or favor the issuance of these 
orders? 

Mr. Bett. No, sir. 

The Cuarrman. Did you ever complain to the OPS about the 
manner in which you were operating your business? 

Mr. Bei. Yes, you mean 

The Cuarrman. I mean before the orders were issued, did you 
complain to them and say something should be done about it? 

Mr. Beiy. Well, now, February 19 was when I sent a telegram 
to DiSalle about the freeze. 

The CHarrMan. That was after the freeze. 

Mr. Beti. You mean before? 

The CuarrMaANn. You were operating all right up to January? 

Mr. Bei. That is right. 

The CuarrMan. Since these orders have been issued, and partic- 
ularly since this recent order requiring you to carve your beef aecord- 
ing to certain specifications, you said you have encountered difficulty? 

Mr. Betu. We have, sir. ; 

The CuarrMan. In other words, do you think that even though you 
did your dead level best and honest effort to comply with these orders, 
you might unwittingly violate the order? 

Mr. Bei. That is right. 

The CHairMan. However honest your meat cutter might be and 
however skillful he might be in using the carving knife, he might come 
out with a violation of the law that would embarrass you? 

Mr. Bei. That is what | was going to point out. The two different 
cuts that are side by side, one priced at 99 cents which is known 
as English cut, and then below, just directly below that, under the 
stews and other cuts, short rib which is priced at 55 cents. Those 
two cuts do in the particular cutting of this run very close one to the 
other. 

The CHarrmMan. It would be very difficult for your cutter to differ- 
entiate between them, you mean? 

Mr. Betu. Yes, it reminded me of that old story of the Merchant of 
Venice with Portia and Shylock, who wanted a pound of flesh including 
the blood, and one fraction of an ounce over or under would be taken 
from his flesh. 

The CHarrMan. Yes, that is right. What other comments did you 
have to make about it? 

Mr. Bei. Not too much about the prices, except the fact that they 
have left out Prime entirely for us on the eastern seaboard. That is 
what they consider us in Pennsylvania down through there. They 
have left out prime entirely. And we do have prime cattle in that 
area, and we do cut up that tvpe of cattle. And there is no provision 
in the pricing set-up for us. Wherever they got their information on 
that and set up their rules and regulations and prices was based on the 
fact that we did not have that many. 

The CuarrmMan. Are you required to keep these ceiling prices posted 
in your place of business? 
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Mr. Betu. Well, we will have to, sir, after June 4. 

The CuarrMan. And the customer comes in and asks for sirloin and 
you cut him out something a little different from a sirloin, then you 
would be in violation? 

Mr. Bett. We would be in violation, yes, sir. 

The CHairMan. You are actually at the mercy of your meat cutter, 
are vou not? 

Mr. Brut. Yes. And these cuts are based on what they call an 
over-all Chicago cut, and in our particular area where we are, we do 
not begin to cut in that particular way, but they thought that they 
would take that from recommendations at a cutting demonstration 
which you had here in Washington. And evidently the men that were 
present recommended that type as a beneficial, or one to follow for the 
whole industry, but there are some here that we are not in the habit of 
cutting that way. We did not say too much about that, because the 
main thing that we are worred about, which | will bring up later, is the 
compliance with the law in being able to get cattle at a certain ceiling 
price and have it dressed out at a certain percentage, and so forth, but 
| would like when we mention this here to bring out the fact that now 
as evermore and always was in the past the same condition existing in 
that they have done in OPS to change it, the housewife resistance on 
price will always control our business and volume and profit, and every- 
thing else, and she is doing that now, and can do it forcibly in the future 
if she wishes to, and we do not care about that as long as we have free- 
dome to operate our own business. 

These steaks, what I am driving at here, particularly the choice at 
$1.32, we do not get that kind of a price. Some people do in some 
areas, but we are not doing that. And on Saturday night, as a typical 
example of what I mean by price resistance, in my own store, after I 
was through with the markets, for 1 or 2 hours | had quite a few steaks 
left so I ran them out to the customers at a special of 99 cents, so that 
when Mr. Erikson and the other gentlemen like Mr. DiSalle talk about 
prices and mark-ups, and you were talking about who gets the $3, 
maybe that is on paper—— 

The CHarrMAN. Your point is? 

Mr. Beti. We do not actually get it. 

The CHarrMAN. Your point is that in your area in the community 
where you operate the demand for porterhouse and T-bone steaks at 
$1.32 or club at $1.32, the demand just will not enable you to get that 
price for it—the consumer demand for this high-class steak is not 
sufficient? - 

Mr. Beti. Not at that price. We sell it, but not at that price. 

The CHartRMAN. So you are forced to take substantially below the 
ceiling price on the high-priced steaks? 

Mr. Beuz. That is right. 

The CuarrMan. You have to make that up on the lower priced 
cuts or you would lose money? 

Mr. Bexiit. We cannot because the price has been set for us. 

The CHarrRMAN. You cannot make it up? 

Mr. Betu. No, the price has been set here on the lower cuts like 
short ribs. I forgot one more, to point out that shows how irregular 
this set-up is. The fourth item down under stews and other cuts, 
brisket bone in fresh or cured, 80 cents, we never got that kind of 
price, even in the group that I represent that really handle prime 
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cattle and choice cattle preferably, almost 80 percent, and their prices 
rm that are such that they are tickled to death to get 50 cents a pouni 
or it. 

The CHarrMan. What is the English? 

Mr. Bet. That is a meaty boneless cut that some of us cut, but 
not too many. It comes out when you make a straight cut back 
through the shoulder and ribs, off of your seven prime ribs, and then 
the meaty part. I would prefer not to go out on the limb on that, 
because I am not too familiar with the Chicago cuts. 

The CuatrMANn. What other observation or comments do you desire 
to make. 

Mr. Bett. I have figures here on a gentleman who happens to be 
in a position in our area where we have a peculiar situation there. 
We have men who feed cattle, actually buy feeders and run them 
through a retail store and possibly wholesale. The whole combina- 
tion, that is, from the feeder level on up through. In this particular 
case this gentleman happened to be a former CPA and keeps a very 
intelligent record. I have used his ability to get this information 
across. He was with us in a meeting with Congressman Lind, which 
he referred to, on April 25. And these records were presented at that 
time. That gives you a picture there fairly clearly of his experience 
and slaughter record dating back as far as 1947, in detail, right up 
until March of this year; and then also on his feeding records, going 
back as far as 1948 and up until April 23 of this year. 

The cattle that are listed as not finished on the bottom of that 
feeding record will, as Mr. Renninger told me, make out fine so far 
as profit is concerned, but when he has to turn that profit margin over 
to replace them with feeders at the present price, which is running 
high, at about 42 cents or better, why, all of the profit that he made on 
the others will be absorbed in the increased cost of feeders. 

The CHatrRMAN. You are required to keep these compliance reports 
and to file them? 

Mr. Bett. Yes, sir. I have a few copies here because I meant to 
bring out to you some facts. That is the biggest worry and headache 
we have right now and will be the means of forcing a lot of these men 
out of business. 

Mr. Linp. Is it not true that when you came down and saw me this 
morning that you brought a letter from a butcher in York County, 
asking me to try to get him a job with the Agricultural Department, 
because of his inability to comply with the regulations, that he was 
going out of business? 

Mr. Bett. That is right, sir. 

I had a man there last night who is very capable, Mr. Theodore 
Flick of Konzler & Co. of Lancaster, Pa., a small independent packer, 
and he is very familiar with these figures and has spent a lot of time 
personally, giving his time freely to groups like our own and in 
Lancaster County, trying to explain to the gentlemen how to fill these 
forms out. He came along with me today in case something came up 
on figures that he could be of help to me. 

These reports which are supposed to be simple, according to OPS, 
do not appear to be that to the average butcher. I am an exception 
to the rule. I have had a little college education, but the majority of 
the men in this group have come up the real hard way, nauellay with 
a grade school education, and this thing will leave those men a rea! 
set of nervous wrecks. 
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During the last OPA in our particular area we even had one man 
who hung himself because of such conditions. And we had other men 
that actually came to me, sincere as they were with tears in their eyes 
to tell me that they would no longer go to church or communion 
because of the way they had to work on this and felt that they did 
not want to appear there. 

The Cuarrman. Even with the educational opportunities that you 
have had, I imagine that it would be even difficult for you to execute 
all of these compliance forms? 

Mr. Be.u. Yes; it is. It takes all of my time to keep up with 
them. 

The CuatrMan. Not only difficult to do, but time consuming. 

Mr. Beutu. Yes; they have to be filled out according to the new 
regulations, once a month. 

And the other thing I would like to bring out in connection with 
this is that we are not able to get any men in the area that might be 
capable of studying this and doing it, such as lawyers or even men 
who now take care of our income-tax records to do this kind of work. 
I have approached several and they have laughed and said, ‘Ross, 
nothing doing. My nerves are bad enough now.”’ 

Mr. ABERNETHY. I notice on this form, about midway down over 
to the right-hand column 5, it states: ‘“Maximum permissible cost 
(col. (4) x (3)-+100)”—what is that for, do you have any idea. 

The CuarrmMan. Your Congressman will be glad to talk that over. 

Mr. Be.u. We went over that last night, and I have a chart here 
if you gentlemen would like to look it over. I do not know just how 
much we get into that here. We used it last night to explain to 
these gentlemen. 

After spending about 2 or 3 hours with them, I know that you 
gentlemen here, from having worked with you, and my own Congress- 
man and other gentlemen are sincere in trying to find out things like 
this, and I am proud to be able in this forum to come before you to 
give you a straightforward story. 

We have on this compliance, I think, only one man, Charles Winters, 
who may be here tomorrow, who is capable of taking care of the 
reports like this over in the Lancaster area, and he has been doing 
that for a few days. Outside of that I do not know of anybody who 
has been willing to do this kind of work. 

Mr. Poaas. They are requiring something similar to this from 
every retail merchant in the United States in the hardware business, 
the grocery business, the dry-goods business? 

Mr. Bett. I would like to later conclude, so that you do not think 
I am of the opinion that I am selfishly pointing a finger of blame for 
the cause of some of these conditions. I have rather taken the atti- 
tude of humility and trying to find out through prayer and everything 
just how we can correct these conditions, and not try to blame one 
another, but try to establish some set-up whereby we can go along 
and change it, if possible, and improve it or else throw everything out. 

This compliance set-up is destroying the faith and confidence of 
the men back home because, for instance, I will give you an illustra- 
tion. We are supposed to keep up with this. If we go to the cattle 
yards we are supposed to pick out an animal alive and we are allowed 
to pay, say $38.10 for prime cattle per hundredweight. That is 
supposed to dress no less than 62 percent cold weight. If we go there 

84040—51——26 
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and we look over that cow, the conformation of the body and every- 
thing that we look for, that will give us an indication as closely as 
possible what is underneath the skin, then we feel it is exactly as we 
see it, why then we can go ahead and pay $38.10 to the commission 
agent and he will complete the sale, but if we take that back to our 
place of business and slaughter that beef, for instance, there is some 
little thing either in our judgment, a human error, which can occur 
and somewhere along the line in the feeding of that animal something 
has occurred which cannot be helped, that animal drops 1 percent or 
even 2 percent below what we are allowed, we have violated a Federal 
law which is punishable by 1 year imprisonment and $10,000 fine. 

I even asked Mr. Erikson, and he admitted that that was one of the 
things they did not like in the regulation because that was one of the 
things that brought me and 12 other men down to Paul Porter’s office 
in 1946, to the OPA, to discuss this very thing with charts and every- 
thing, showing that we could not stay in compliance at that time. 
And we were forced, as I brought out in my congressional letter, the 
letter the Congressman Lind was kind enough to enter into the record, 
that we closed at that time for 30 days. We are not conspiring or 
anything, but just the way the boys came up to me last night with 
practically tears in their eyes, stating that they did not think they 
could continue. 

The CHarrRMAN. I suppose in your area your butcher friends and 
others are engaged in business similar to yourself, as you have just 
indicated. Was there any effort made on the part of you and your 
other friends to do anything to cause the Government to get into this 
sort of regulation business; in other words, Mr. DiSalle contends that 
this first roll-back was for you and the wholesalers and the packers. 
Have the wholesalers or the retailers, to your knowledge, demanded 
any regulation such as this? 

Mr. Bett. Oh, no, sir. 

The CuairmMan. In other words, you are in the position now where 
you think that you just cannot comply with these orders and you 
hesitate to run the risk involved for fear that you might end up not 
only embarrassed but in a criminal court somewhere accused as a 
criminal? 

Mr. Bett. That is right. 

The’ Cuairman. When you are doing your dead level best to 
comply with them? 

Mr. Betu. Yes. 

Mr. Linp. Is it not true, Mr. Bell, that under date, I think the 
latter part of April some time, that you came down with a group of 
butchers representing the entire eastern part of Pennsylvania and 
arrangements were made for them to meet with Mr. Erikson and then 
subsequently did and we had a representative of Mr. Erikson’s office 
in a meeting in my office? These people pointed out their inability to 
comply. Is that not true, that you did take all of these matters up 
with Mr. Erikson’s office back in April? 

Mr. Beuu. That is right. I was referring to that one interview that 
we had in the afternoon particularly, when I mentioned about that 
compliance and he admitted that it was still written in there exact!) 
as it was before and we said that we were sorry, but we felt that we 
could not comply with that any more than we could in 1946. He 
recognized the weakness of it and asked us if we could possibly present 
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anything else as an alternative, that he would be glad to listen to us 
at a future date. We suggested at the time about the thing we would 
think of other than the registration of all of the cattle which would 
cause quite an imposition on the cattlemen and others throughout the 
country, ard other than that we suggested that we would like to have 
then help us by allowing us to walk home with our mistake, if we made 
one, instead of being out of compliance and punishable by a Federal 
law, or else for them to take the responsibility and grade those cattle 


the same as we would have to. And the way we will have to on June 30 


or even before that, and let them be responsible. And then if they 
make a bad grade, an official Government grader makes a bad grade, 
we will take it home happily and forget about it and forget our loss. 

The CHarrMAN. Under the situation you go to the stockyards and 
buy some cattle, use your own judgment as to the grading of the cattle, 
you take it home and slaughter it and hang it in your refrigerator 
or in your place where it will be graded by the Government grader and 
if he grades it down you are just out of pocket, are you not? 

Mr. Betu. That has happened already. 

The CHarrMAN. You are again at the mercy of the Government 
grader? 

Mr. Bei. That is right. 

The Cuarrman. If he makes a mistake of a few points you lose a 
lot of money? 

Mr. Betu. We have already had that experience because we have 
tested it. 

Mr. PoaGe. I want to suggest does not that sort of situation epen 
the door to all kinds of blackmail and all kinds of bribery and wrong- 
doing on the part of those graders? 

Mr. Bei. That is right. We already have it. They deny it and 
everything. Of course, their excuse is that the FBI is short of men and 
they do not have them and are not able to protect the legitimate man, 
not that we want them running all over our back yards, but at the 
same time there is stuff going on that we know about. And they have 
asked us to be squealer and report on a lot of it, but we have refused 
todo that. And it seems as though some people not even deliberately 
are doing it, violating it right and left, next door neighbors, possibly 
through ignorance, not knowing the law. 

The CuatrMan. Would you like to include the other gentlemen’s 
names in the record, so that the other Members of the Congress from 
Pennsylvania may see their names? 

Mr. Linp. I was going to ask permission to insert these letters here 
that I have from some of these people and, also, some figures that the 
feeders sitting here have presented to me. 1 would like very much to 
have permission to include those. 

The CHarrMAN. Without objection you may include those in the 
record at the conclusion of this testimony. 

(The data referred to is are follows:) 


Breer TrouBLe AHEAD 
[From the York (Pa.) Dispatch] 


In general beef is produced in America by starting the cattle on the range. 
The steer is brought up to a medium weight by grass. Then the feeder buys him 
from the rancher and adds several hundred pounds by the use of grain, and other 
concentrated feed. That is the finished product. Some 85 percent of all inspected 
beef comes to the consumer by the feed-lot route. 
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Since the OPS order rolling back the price of beef, a lot of feeders announce th. 
are quitting, at least until October when the roll-back is supposed to have its {) 
effect. They say they aren’t going to pay 34 cents per pound for feed animals a) | 
then take several cents less when they market the fattened animals. They wou! | 
go broke that way. . 


York, Pa., May 21, 1951. 
Congressman Linp: 
I am supplying you with a copy of a bill for 95 head of cattle purchased throiie 
the Producers Livestock Cooperative, Lancaster, postoffice box 695, on Mare), 

19, 1951. 


95 cattle weighing 55,920 pounds: 
10-percent cut, 5,592, at $39.65 per hundredweight 
50,328, at $40.65 per hundredweight 20, 458. 33 


Cost of enttle at Biown, Kans... .... 2.2... ee A Stat peti od 22, 675. 55 
Freight off car weight, $1.44 plus feed and tax 771. 43 
Trucking from railroad and weighing 16. 00 


Total cost 23, 462. 08 


These cattle will be ready to go into the feed lot about November 1, 195! 
and again like previous years they would weigh 940 per head—they would weig): 
89,300 pounds—at $0.10 per pound roll-back would result in a loss of $8,930. 


York, Pa., May 22, 1951. 

We are a small slaughter located in York County, Pa. In business 52 year: 
at the same location, our slaughter in normal times are between 15 to 25 cattle 
70 to 80 hogs, and 5 calves per week; we also purchase 2 or 3 carcasses of beef and 
5 lambs per week. Our buyer goes to Lancaster Stock Yards every Monday to 
purchase bulls. This past Monday he could not purchase one animal at ceiling 
price and yet the yard was cleared that day. I, myself had traveled about 100 
miles that day through the county and could purchase only one bull at ceiling 
price; the farmers laugh at you when you mention ceiling price and tell you 
they were offered more. 

Our ceiling price on ground beef wholesale is 58 cents per pound and we have 
quite a few wholesalers in this area asking 70 cents and getting the business 
away from those that are trying to live up to regulations, and many retailers are 
mad because we cannot furnish them with the meats as usual, and tell my sales- 
man that so and so is operating as usual. This is no help to us. You need not 
believe this; all you have to do is look at the quotations on Chicago Market, 
Monday, May 21, 1951. 

We have many small slaughters who does not even have quotas up to this time. 


Nerr’s Meat MARKET, 
Yoe, Pa 

You will note that the average live weight of cattle slaughtered by me is ver 
heavy. If this weight of livestock only yields 55.85 percent, what of the poor 
unfortunate slaughterer who slaughters cattle of the 900-950-pound live-weight 
class? 

Another: Why must OPS specify that bulls are all in one class? 

I have slaughtered Commercial, Good, and Choice bulls that cannot be sur- 
passed, especially by some old, worn-out, quickly fed, and fattened old cows. | 
am sure that our local-fed baby-beef bulls cannot be surpassed in quality; then 
why act with prejudice against our feeders of small lots of fine-grade baby-be:f 
bulls? Surely this deserves some consideration. 

Also, calves under 80 percent restrictions quota have increased in price from 
41 cents to 43 cents this week, and I had one prime and 4 Good calves at 41 cents 
while this week my calves at 43 cents graded only Good, and the official grader 
was not mistaken. 

Also, hogs at 110 percent quota restrictions have held their own. 
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Also, lambs at 8 percent quota restrictions have dropped from 42 cents, May 7 
market, to 37 cents, May 21 market. Why quota? Just a lot more work and 
nothing derived from it except headaches and possibly a little less work because 
if we legal slaughterers cannot slaughter all that is to be had, who slaughters it? 


York, Pa., March 31, 1951. 
Hon. JAmgEs F. Linn, 
House of Representatives, House Office Ruilding, 
Washington, D. C. 

My Dear Mr. Linn: While I was in Washington this week on March 27 and 
28 I was amazed to find that meetings were still being held with cattlemen and 
livestock growers discussing the future program on controls. In other words the 
action and discussions were still in the formative stage. 

Even the Retail Meat Advisory Committee release dated March 20 was the first 
meeting of that particular group to discuss dollar and cents prices to be established 
on beef, veal, lamb, pork, ete. 

We have been led to believe that some of these prices were to be released 
Mareh 16 and 23. This will-hardly take place soon while plans for action are still 
in discussion. 

Why then was it necessary to freeze one group on prices so far ahead unless it 
was done to quiet the clamor of the housewife, or general public at the expense of 
the retailer, even more so the independent slaughterer, or even the packer? 

We were all led to believe that within a month or so something would be forth- 
coming that would regulate prices at the retail level and also some kind of control 
this time on the sale of the live animal and its fair distribution. 

After it was found to be a much larger task then expected Mr. DiSalle ignored 
all requests to unfreeze prices until his program was ready. At all costs he would 
hold the line and get out prices as soon as possible. 

I had a personal interview with Mr. Arval Erickson, Assistant Director, Food 
Division, Office of Price Stabilization, on Tuesday, March 27, just 25 days after 
he had written to me promising action. The letter was an answer to a telegram 
sent to Mr. DiSalle on February 19 stating that we were then feeling the effects 
of a price squeeze. Pressure was put on packers and wholesalers to roll back 
increased prices. This did not eliminate the chief headache, namely, the ever- 
increasing cost of cattle. 

Up to the present time nothing has been done about the cattle situation and 
Mr. Erickson said another 15 days or even another month could pass before this 
picture could be changed. 

I am sorry to say at that rate of slow motion activity, the very law that was 
enacted to protect the licensed legitimate meat man will have succeeded in forcing 
him to the wall. If we continue to operate under freeze prices we are bound to 
lose more money. In a recent check with some of the men the losses run from 
$500 to $5,000 over a period of about 30 to 60 days. The only other alternative 
we have to remain honorable is to close our doors completely. This will be our 
second experience in doing this. The last time we did this when we found our- 
selves out of compliance with the second OPA law, we were forced to close down 
for 30 days before we could get any action from the Government. 

At that time we merely asked for a reasonable law so that we might operate with 
a fair profit. We did not insist upon abolishment of the law, but those in power 
evidently realized what a messy business the whole thing was and threw it out 
completely. 

With regard to the losses, I can substantiate my claims along this line and they 
will stand up under investigation. These figures will be taken directly from the 
book records of some of our members during the past 60 days. 

To quote Mr. Charles Bauer, our worthy president of the Retail Meat and Food 
Dealers, a statement made at Chicago, January 23: ‘“‘The meat dealer has been 
and is in a real squeeze, and is tired of being the whipping boy of the entire live- 
stock and meat industry, when the truth is that he is making less money then he 
did before the inflationary factions took effect.” 

Several factors enter into this picture to change the volume of business and 
consequently the over-all profits. I will merely mention some of these and can go 
into detail later if necessary: 

Increased prices on wrapping paper and paper bags. 

Increased prices on hog and sheep casings, etc. 
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Increased rates on all mechanical repair work, ete. 

Increased costs on equipment for replacement, new or second-hand. 

Increased taxes, social security, unemployment, etc. 

We have already taken a 3-cent decrease in fats and oils. 

We have already taken a cut of $3.50 on hides. 

Wages have been increased in many instances to keep the trained employees 
from leaving to go into defense work at much higher rates. 

Last but not least, as I mentioned before, the ever-increasing prices of cattle, 

The membership has been very patient and in spite of noticeable increases !)y 
others who either in ignorance of the law or in direct disobedience continue to pass 
on to the customer increased costs. The group have been striving despite losses 
to abide by the ceiling but they cannot be expected to continue to do this in- 
definitely. In fact they have now reached the breaking point. 

As hard as it would have been for regional office to thoroughly check into viola- 
tions on price it does seem that at least some measure of protection at this lat 
date could have been given the sincere merchant. However, a release dated 
March 26 shows the power of enforcement now to be through Washington. For 
further details read the release on this matter of the above date. 

Valuable information was secured back in September and November of 1950, 
The title known as Utilization of Farm Crops-Meat Products—the Subcommittee 
on Senate Resolution 36 headed by the Honorable Senator Guy M. Gillette, 
chairman. 

The witnesses gave some very valuable information, opinions, and advice based 
on years of experience in the meat industry or other industry closely related and 
allied with the meat industry. 

In my contacts and through conversation with various members of OPS, I am 
convinced this valuable information was hardly, if ever, used to formulate a system 
of fair and equitable control of meats. 

I would like it known here and now I personally am in no position to point a 
finger at any person or group and judge them responsible for existing conditions 
either through sins of omission or sins of commission. Rather would I take the 
position of humility and ask of God’s guidance through prayer and humble 
thought to point the way to lead us out of the ungodly mess. 

With a nation as blessed as ours we should hang our heads in shame that we 
cannot live together and produce God’s gifts in abundance and share them with 
our fellow men, having no other controls than the law of nature, supply, and 
demand and the will of God to protect us from unseen dangers. 

May God help you to help us. 

Very sincerely, 
Ross L. Brett. 

The CHArrMAN. I presume, Mr. Bell, that you would like to include 
in the record the papers that you have already presented? 

Mr. Beuu. Yes. 


(The papers referred to are as follows:) 
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Retait CeminGc Prices ror Beer, Zone 14N 


The following ceiling prices per pound apply in all groups 1 and 2 stores selling 
the grades of beef cuts listed below at retail in zone 14N, in accordance with 
Ceiling Price Regulation No. 25, effective May 7, 1951: 


VeCS 





! ] } 
tl Choice | Good Commercial Utility 
e. | 


Porterhouse : : $1. 32 | $1.12 | $0. 85 | $0. 66 
T-bone- Tie a he eee ie a3 . 85 | . 66 
; in- Club Snvginlaeuatesare Fee 3% mh . 85 } . 66 
Rib: | 
10-inch cut _- ‘ ep Ae . 78 . 6S . 58 | .48 
7-inch cut ______- ee uae . 8S : .6 51 
lati Sirloin _..___- PEA . 24 | .19 | 05 88 
, Pin bone______.. . ‘ | oy 9 | . 05 . 88 
d Sirloin (boneless)............-.-.-----------| 39 | 31 | 12 | 90 
Or Round: | 
Bone in, full eut- a A i . 06 Ol 
950 Boneless, top and bottom. __- Be 4 : . 04 
. ‘ Round tip | ~a7 : | 04 
ittee Chuck blade (bone in) -- ; 7 <a .72 | 65 
ette, Chuck arm (bone in) bs, . an “a . 85 | .78 
Flank . 4 00 
E 1 Cube 
asec Roasts: 
and Rib standing: 
Chine bone in, 10-inch cut. 
Is Chine bone in, 7-inch cut. 
ani Round tip 
stem Rump: 
Bone in 
Boneless - 
Chuck blade pot roast _ 


s by 
pass 


SSeS 


iola- 


int a 


tions Chuck arm pot roast 

e the Chuck or shoulder (boneless) 
English cut 

Rib roast (boneless, rolled) 
Short loin (boneless, rolled) 
it we Stews and other cuts: 


mble 


. Short ribs- 
with Plate: 
- and Bone in, fresh or cured _- 
Boneless, fresh or cured 
Brisket: 
Bone in, fresh or cured 
Boneless: 
Fresh or cured, deckle on 
Cured, deckle off 
Flank meat. -- 4 
Neck: 
Bone in 
Boneless 
Heel of round, boneless 
Shank: 
Bone in, hind and fore 
Boneless, hind and fore 
Soupbone 
Suet 
Ground beef 
Wholesale cuts (whole): 
Round beef 
Sirloin beef 
Short loin beef 
Flank beef. . 
Rib beef 
Regular chuck 
Short plate 
Brisket. 
Shank 
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LaNncasTER, Pa., April 24, 1951. 

Gentlemen: The attached slaughter record is an authentic record taken fron, 
the books of an independent retail meat market. The cattle represented in thi- 
record were all purchased by Union Stock Yards, Lancaster, Pa., by the retai! 
established as feeders and placed on various farms and fed by them until read) 
for slaughter. The cost price shown is the actual cost price at the time o! 
slaughter. 

When the price regulations went into effect on retail meats, December 19, 1950 
January 25, 1951, the dressed cost of beef was approximately $50 per hundred 
weight and margins were figured on these prices. Since this date the cost of 
dressed beef has advanced approximately $10 per hundredweight, yet we as re- 
tailers are limited to prices at the $50 dressed price, on which our retail prices 
has been figured at the time the regulations went in effect. 

This means an increased cost of approximately 20 percent. No retail establis!i- 
ment can long remain in business limited to the price regulations with the present 
cost of livestock. Referring to the operating margins of this establishment you 
will notice that the highest gross margin is 19.6 percent—in other words, the in- 
creased cost of beef will practically wipe out the entire profit, leaving nothing for 
operating expense. 

I also attach a record of cattle feeding costs, to show that the fat cattle feeder 
will not have any margin at present cost of feeders and stockers. You will notice 
the price of feeders has advanced from $32.75 in January to $38 in.April. In 
fact, a number of sales of stockers at a price of $42 have been reported recently. 
Feed costs have increased steadily for the past 4 months, as shown on the schedule, 
present costs approximately $4 per hundredweight—not a very pleasant picture 
for the retailer or feeder of cattle. 

Respectfully, 
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UNITED STATES GOVERNMEN Budget Burcu No. 94-R079 
Approve! Expires December 31, 1951 
OFFICE OF PRICE STABILIZATION The individucl - ; vdig us 
WASHINGTON 25, D.C. this form is ter use in connection with the De- 
DROVE COMPLIANCE REPORT fonse Mobilization Progrem. Persons whe have 
PURSUANT TO CPR 23 ecveese te Seer sre information are 


d disck: 





Read instructions in CPR 23 before filling out this form. 
CLASS 1 AND 1A slaughterers must file this report with OPS, WASHINGTON 25, D. C. 
CLASS 2 AND 2A slaughterers must file with their OPS REGIONAL OFFICE. 


Submit original only - This form may be reproduced without change. 
‘Pinant OF SUAUGNTERER TPF int or type? 





Sta 





2- ADORESS OF SLaUGHTERER (No. and Street) (City, Zone, State) 





NAME OF ESTABLISHMENT BHERE CATTLE WERE SLAUGHTERED (Print or type) 





S- WAS THIS ESTABLISHMENT 
operat M O oO 
UNDEaS Lom! to? 3 Yves NO 


(Month) (Day) (Year) (Month) (Dey) (Year) 
To 


4- ADDRESS OF ESTABLISHMENT (No. and Street) (City, Zone, State) | 





6. PERIOD COVERED SY THIS REPORT 

FROM 

7. TOTAL NUMBER OF CATTLE YOU SLAUGHTERED 
In THIS ESTAGL ISHMENT DURING PERIOD 





0 WERE THEST CATTLE 
’ 
HEAD FEDERALLY INSPECTED 0 no 


YES 
%~ WERE THESE CATTLE GRADED BY 10. NUMBER OF CONDEMNED STEERS. 


AN OFFICIAL GRADER oO ves 0 No HEIFERS. COWS, AND STAGS 


1). NUMBER OF CONDEMNED BULLS 








12. NUMBER OF CATTLE SLAUGHTEREO IW THIS 
ESTABLISHMENT PURCHASED BY YOU MORE 
HEAD THAN 120 DAYS BEFORE SLAUGHTER yas HEAD 








13. TOTAL NUMBER OF ALL CATTLE YOU SLAUGHTERED IN THIS ESTAGL ISHMENT 


fe) - CATTLE PURCHASED FROM 4-H CLUBS, FUTURE FARMERS OF 
AMERICA OR OTHER RECOGNIZED FARM YOUTH ORGANIZATIONS HEAD | 


i4- Jas NUMBER oF STEERS . on wens. COWS AND 1 
4 AD JUS TI 
—___ HEAD 


« THE PURCHASE OF WHICH 1S EXEMPTED BY SECTION 6 OF CPR 23 
&)- FAIR OR SHOW 
CATTLE HEAD 


S.- LIVE WEIGHT OF SrSGRs., ovens 16. NUMBER OF BULLS 
c AND STAGS Les 





STAGS ON WHIC BHicn ON WHICH ADJUSTED 
COST 1S REPORTED ADJUSTED COST 1S REPORTED COST ismeponteo 4———"AD 


17~ LIVE WEIGHT OF BULLS ON SHICH 18. OF0 YOU KILL U6 THIS ESTABLISHMENT 
ADJUSTED COST 1S REPORTED DUR ING THIS PERTOO ANY CATTLE 
ee os BELONGING TO ANOTHER Yes No 


19. ADJUSTED COST OF CATTLE (See instructions 19 (a) - (i) and Section 4, CPR 23) 











ADJUSTED 
cost of | FeEpLoT| _ NON- TOTAL | FREIGHT CON. COST OF 
PURCHASE | TRANS- cost nA rns rary ALLOW. OF CATTLE 
CLASSIFICATION COST |PORTATION| ADDITION e), ANCE aL Col. (e) 
ADDITION (a) CLAIMED ANCE Minus (h) 
(e) tb) te) (a) (e) 0} w 
STEERS, HEIFERS, 
COWS AND STAGS 








BULLS 


























20- MAXIMUM PERMISSIBLE COST FOR ALL STEERS, HEIFERS, COWS AND STAGS ON WHICH COST IS REQUIRED TO BE REPORTED 





“ar | chemin CALCULATED MAXIMUM MAXIMUM 
BEEF FACTOR LIVE WEIGHT CALCULATED PERMISSIBLE COST 

SLAUGHTERED Col. (1) + Col. (2) | PRICE PER CWT (Col. (4) X (3)%100) 
a) 


(2 (4) (s) 























COMMERCIAL 





UTILITY 





CUTTER & CANNER 




















21. From 19 (i) ADJUSTED COST OF STEERS, HEIFERS, COWS AND STAGS 





22- MAXIMUM PERMISSIBLE COST FOR ALL BULLS ON WHICH COST IS REQUIRED TO BE REPORTED 





CHILLED CARCASS | CALCULATED MAXIMUM 
wv iF CONVERSION LIVE WEIGHT CALCULATED 
BEEF FACTOR Col. (1) 4 Col. (2) PRICE PER 

SLAUGHTERED cwr 


a Q (3) (4) 





MAXIMUM 
PERMISSIBLE COST 
(Col. (4) X (34100) 


(s) 





ALL GRADES LBs. 5S 




















23- From 19 (i) ADJUSTED COST OF BULLS $ 





I certify that the statements made herein are true and correct to the best of my knowledge and belief. 
NOTICE: A willful false return is a criminal offense. 


SIGNATURE OF SLAUGHTERER OR AUTHORIZED AGENT 





TITLE 
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Cattle feeding record 





Num- | Number! 


ber of Date purchased Date sold of days | 
| on feed | 


| | 
| Cost of 
Cost |Finished| feed per| Sales | a,...; 
price | cost jhundred-| price | Margin 
weight | 





Sept. 27, 1948 Apr. 7, 1949 192 | $28.00 | $32.74} $2.99 | $25. 
Oct. 28, 1948 May 27, 1949 | 210} 27.25) 33.07; 280] 2: 
| Apr. 17, _| Aug. 30,1949 | 145 24.75 26. 2.21 | 26.8 
Apr. 24, 1949 | June 22, 1949 | 59 | 24.75 | 25.80] 2.40 | 26. 
| Dee. 6, 1949 123 22.50 | 23. 2. 80 
| Jan. 7,1950 | 22.50 24.90 | 2.70 | 
_.| Nov. 19, 1949 | 24.50] 24.67 | 2.70 
| May 11,1950 | j 24.00} 28.10 | 2.90 | 
| Nov. 6, 1950 ( 28.00 | 29.98 3.00 
| Feb, 5, 1951 5} 29.50) 31.10] 3.40] 
.-| Jam. 2,1951 2} 29.50; 30.20 | 3.70 | 
 ucaicbenccs 3) 27.25 | 28. 28 


| 





CATTLE ON FEED NOT FINISHED 








Jan. 3, 1951____- : 
Mar. 3, 1951___ 
Apr. 9, 1951 

Apr. 23, 1951 





! Loss. 
2 Profit. 


STATEMENT—IN Account With Nerr’s Meat Market, Yor, P 


A. 
My weekly turn-over in salable stock is small, only about $5,500, but my 
figures are: 


Over-all average cost per hundredweight live weight, week of: 
Jan. 2, 1951_.. Thal, BOS UE eee et ne A $29. 77 
Apr. 2, 1951_ tect erent ; : ows eee 
Apr. 9, 1951__ ESE PA CGAL TVA apy 33. 25 
Apr. 16, 1951 : 33. 27 


which means approximately $6.35 per hundredweight dressed carcass increase. 

Income taxes (if any to pay) will be higher; Pennsylvania U. C. F. tax increase 
from 0.5 to 1.6 (lowest rate); school tax increase this year; labor costs increase. 

Amount of money in weekly salable inventory today is approximately '$1,500 
less than January 1951. 

Why must I and am I compelled to lose money when every other kind of business 
not held under prejudice) is permitted a certain write-up in selling price. Be 
fearless—why not go to the right source—ceiling price on livestock? Or to be 
fair, ceiling price on processor and livestock alike, or scrap the blamed idea. 
[ have been waiting patiently for the ‘‘couple of days” since February 16, 1951. 
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Will I be forced to break a law because of some fool idea in order to contin 


in business? I have been keeping my prices as of January, but how long can 
I continue until my salable inventory will be depleted? 





Average cost, | Percent chang 
Month live, hundred- over base 
weight period 





Hogs: 
Dec. 19-Jan. 25 (base period) $20.87 | 
Jan. 25, 1931 : 21.95 
. 23.47 
22.31 





Dec, 19-Jan. 25 ‘oo resibispos 
Jan. 26, 1931- 

F ebruary ES BS POE Td = 
Marck... ....- Lecideatiamseadaie 


Steers: 
Dec. 19-Jan. 25 oe pad)... 
Jan. 26, 1931_ 
February. 


April_. 
Boneless bull beef to sausage department: 
Dec. 19-Jan. 25 (base period) 








February 


April 





Comparative slaughter record of cattle slaughtered during years 1947-51 








Dressed 


| hundred- | Dressed cost 


weight 





Percent 
ees Saree : obi 3 pant ie 25.42 | 
1948 31. 58 
1950. 1 eB ot es a jicwuacae eabnenditan ae 29. 30 | 
January Ree 32.75 
February TRESS GENS A ae NR Cg ONE EEA IS I 34. 00 
March 1951. _- Es aD I Macchi apo p nna Th belie oS Pe 36.00 | 


Cost per | 
} 








OPERATING MARGINS 








ore Profit Operating 


7 fit 
expense Net profi 





| Percent | Percent Percent 
1050... .. ° 19.6 16.0 K 
January ESS ote etna teks Fe ctis to renee ten aad 18.7 | 14.3 
February 1951_- 8. 16.2 
March 1951 : 15.6 








1 Loss. 


Mr. Poace. Are there any in this group from Pennsylvania who are 
in favor of the roll-back orders? 


(The unanimous response was ‘“‘No.’’) 


STATEMENT OF FRANK DUMMLER 


Mr. Dummer. My name is Frank Dummler. I manage 23 farms 
in York County. We met last Saturday, and it was brought out that 


we had paid recently this spring from 40 to 44 cents for feeders ani 
with the roll-back—— 





‘arms 
, that 


$s and 
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The CuarrMan. In that case, it would carry you back to about 32 
or 33 cents. 

Mr. DumMter. Here is a man, my neighbor, Henry Rischel, who 
bought 95 cattle recently and he paid out $23,000 for those cattle and 
they cost him over 41.9 cents. 

Mr. Lino. It was 40.6. 

Mr. Dummter. They weigh possibly in the neighborhood of 600 
pounds. If he would be rolled back, we will say 10 cents a pound, 
he would lose about $60 a steer on that original purchase. And in 
the neighborhood of 100 steers he would lose about $6,000. That is 
what we are all facing. 

These feeders have come down somewhat, but they are still 38 and 
42 cents for choice feeders in the neighborhood of 600 pounds. 

Mr. PoaGe. You are not paying that? ; 

Mr. Dummter. Yes. I paid 44.2 cents. If you want good feeders, 
that is what you have to pay. That is the market price. That is 
not since the roll-back. We did not know the roll-back was coming. 
That was the price, and they still are 38 and 42 cents for choice steers. 

Mr. Poace. You are not going to pay any 44 cents? 

Mr. Dummter. I am going to stop buying. And the rest will. 

Mr. Linn. I was very much concerned with it because there are 
only five or six feeders here, and York County has quite a few feeders. 
You can imagine the impact that will have on the meat supply in 
eastern Pennsylvania. Not only that, but I have a letter here which 
I will put in the record from an old butcher in York, Pa., who went 
over to Lancaster stockyards this past week and he normally buys, 
[ think, five calves and two or three steersa week. He could only 
get one bull. That was all that was available. He went through the 
county, traveling 100 miles, and when he wanted to pay farmers the 
ceiling price, they laughed. They said that they were offered more. 

I would like Mr. Bell to mention that situation where the men from 
Philadelphia and New Jersey have come in to the farmers and have 
told them not to sell their cattle now, but to hold off until later, which 
indicates some sort of black-market situation. 

Mr. Bev. That is going on right now, and if Congressman Dague 
was here he would confirm that in the Conestoga Valley, the fat-cattle 
valley, one of the richest in the country; in that area you have the 
Mennonites and the different ones there, and they raise quite a lot of 
cattle and quite a few cattle over there now, and the men have been 
in there already from the vicinity of Philadelphia and New Jersey and 
have spotted those cattle and have asked them to hold off, not to sell 
them to market, that they will be around and pay a top price for 
them. That, along with the killing on the farms which is not for 
home consumption, is already going on, and there are so many loop- 
holes that itis a joke. Suchascountry hides. There are any number 
of ways to take care of that. They do not have to bury their hides. 

The CuarrmMan. They can trade the hides in the black market. 

Mr. Beuu. There are any number of ways to take care of it. No 
way that any of the OPS officials or anybody else can ever handle 
that situation. 

Mr. Poags. We established a good deal of experience in operating 
black markets back in the old days. 

Mr. Bett. Yes,. 
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Mr. Poace. There are a lot of graduates of that school who are 
going out and practicing again. 

Mr. Bett. It will be worse this time than ever before. 

Mr. Poace. The boys have had the experience that they did noi 
have last time. 

Mr. Bett. I would like to finish, as I said, with my opinion, so 
that that will be carried through the record. 

In this letter that I wrote to Congressman Lind, I have taken this 
attitude all the way through. I found the gentlemen i in OPS to be 
gentlemen and I have had good relations with them, but I am SOTTY 
to say that I feel when I am talking with them that they aré working 
fruitlessly on a task which will mean nothing to us except headaches. 
So I take this stand here. I would like it known here and now I am 
personally in no position to point a finger at any person or group and 
judge them responsible for existing conditions, either through sins 
of omission or sins of commission, rather I would take the position 
of humility and ask of God’s cuidance through prayer and humble 
thought to pomt the way to lead us out of the ungodly mess. 

With a nation as blessed as ours we should hang our heads in shame 
that we cannot live together and produce God’s gifts in abundance 
and share them with our fellow men, having no other controls than 
the law of nature, supply, and demand, and the will of God to pro- 
tect us from unseen dangers. 

May God help you to “help us. 

The Cuarrman. Mr. Bell, we certainly thank you very much for 
your appearance and for bringing these other friends of yours with 
you. 

And I would like to explain to you and your associates why we 
have so few members of the committee present at the moment. The 
House is in session considering a very important bill at the moment. 
That is the reason the other members had to go to the floor of the 
House. We will have to adjourn so that we can go to the floor of 
the House, too. 

I want to take this opportunity to pay tribute to Mr. Lind.  A\l- 
though he is a city boy from the city of York, no man on this com- 
mittee is more faithful in his attendance, nor is there anyone more 
punctual in attending the committee meetings than he is. And | 
think he has evidenced a great interest in it because of agriculture. 
And I know that those of us from agricultural sections value his 
membership on this committee, because he is from a city district 
It is unfortunate that we do not have more city members on this 
committee, because we are frequently accused of being partisan and 
partial in appraising all matters that come before us. 

So in having Mr. Lind here I think he has made a real contribution. 
And I want to congratulate you and the other people of his district 
for having him here in Congress to represent you. 

Mr. Beti. We feel it is a great honor. And we thank you, sir. 

The Cuarrman. The committee stands adjourned until 10 o’elock 
tomorrow morning. 

(Whereupon, at 5 p. m., a recess was taken until 10 a. m., Thursday, 
May 24, 1951.) 
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THURSDAY, MAY 24, 1951 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CuarrMan. The committee will be in order, please. 

Our first witness is Mr. Henry J. Kruse, president of the Seattle 
Packing Co., representing the Western States Meat Packing Associa- 
tion. 

We shall be very glad to hear from you, Mr. Kruse. 


STATEMENT OF HENRY J. KRUSE, PRESIDENT, SEATTLE PACKING 
CO. 


Mr. Kruse. My name is Henry Kruse. I do not have a prepared 
statement. I feel that my service would be better if I tried to answer 
such questions as you might have and try, if I can, to clear up some 
of the things about this problem that are a matter of information. 

The CuarrMaNn. | am sure you have heard some of the testimony 
before this committee, have you not? 

Mr. Kruse. Yes, sir. 

The CuartrmMan. Mr. DiSalle and his associates apparently take the 
position that they were prompted to issue this first roll-back by virtue 
of the fact that the packers, handlers, and processors under the situ- 
ation then existing were in a position where they could not operate 
profitably because of the abnormal increase in the price of live cattle. 
As chairman of the committee, I have not even yet received any com- 
munication from any packer indicating that that is the true situation 
or that they are losing money. I understand that Mr. Andresen has 
some information to that effect. Perhaps other members have such 
information, but I say that the majority of the members have not 
received communications from the packers. 

We had a retail merchant before the committee yesterday, a 
butcher, and some other witnesses, and not a single one of them indi- 
cated to us that they had petitioned the Government or had advocated 
these roll-back orders, or that they favored the roll-back orders. 

So far no one has appeared here in favor of the roll-back orders, 
other than those responsible for having issued such orders. 

I would like to know what your views are concerning the margins 
of profits which have been left to the packers and the processors and 
the handlers of beef cattle after the cow or the beef leaves the farmer. 


409 
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Mr. Kruse. Mr. Cooley, I would like to answer that directly, firs: , 
and then I would like to be allowed to amplify it a little bit. 

The only figures I have access to are my own. I lost $10,000 on 
beef operations between the time ceilings prices were imposed, that is. 
the freeze and the lst of May. That is my own operation, and I can 
back that up with figures. 

The CHarrMan. From January to May? 

Mr. Kruse. January 26 to May 1. 

Mr. ANDRESEN. What was the amount? 

Mr. Kruse. Just under $10,000. 

Mr. ANDRESEN. How many head did you slaughter? 

Mr. Kruse. About 2,000 per month. 

Mr. ANDRESEN. And what was your average loss per head? 

Mr. Kruse. Well, I do not have the exact number of head, but 
you can figure that out. That is about 6,000 head. 

I would like to amplify that, if I may, before we leave that point. 
We also feed quite a few cattle. I had an inventory of 5,000 cattle 
on feed which I owned at the time the freeze went on. Of course, we 
backed away from the current buying market and bought as few cattle 
as we could at these high prices and used cattle that we already owned 
as well as cattle that we had contracted. 

So in our particular case our loss is a great deal less than I assume 
the average to be. I have to state that that is an assumption, because 
I do not know the figures. 

The CHatrMAN. What do you attribute that loss to? In connec- 
tion with that question I would like to ask you if other costs such as 
labor avd maintenance of your facilities has likewise increased? 

Mr. Kruse. I think the increases in cost was slight by comparison 
to the main cause, which was that our selling price was frozen and our 
buying price of cattle increased. 

The CHarrMan. You think it was the increase in the cost of the live 
cattle that actually caused your losses? 

Mr. Kruse. Absolutely. 

The CHatrMAN. Did you complain to the Government about 
that, or have you advocated the issuance of these orders? 

Mr. Kruse. We actually, as I stated before in these hearings, [ 
was asked to attend as an adviser on the Beef Advisory Committee o! 
the OPS, and while we were there we urgently several times stated that 
a roll-back would be disastrous. 

The CHarrMan. What did you suggest in lieu of a roll-back? 

Mr. Kruse. The abolition of controls. 

The CHatrMan. In other words, you advocated a lifting of the 
freeze on the retail price of beef? 

Mr. Kruse. Mr. Cooley, I would like to state that as far as the 
roll-back is concerned that is only one part of the package which we 
object to. I would like to state here that our industry feels con- 
vinced that the very nature of it is such that you have to have a irce, 
elastic price to make it work. 

One leg of this thing is production, the amount we have. The 
other is the demand for it. The third one is the price. 

The price is the great leveling agent that does the job. 

I would like to amplify that further, if I may, at this point. When 
a retail meat dealer gets a side of beef, he gets a shank and a briske' 
and a plate and a rib and all of the carcass. He has to sell it all. 
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He has not done a thing until he sells the last piece. He has to sell 
the flank and the kidney and the fat and all of it. If he is frozen 
at an arbitrary price for each of these cuts, he sells the cuts that are 
in demand at the frozen price but finds himself with some of the 
other cuts left. 

The CuarrMan. We have had evidence of that same kind yesterday 
afternoon. A small-town butcher said that he could sell the low- 
priced cuts, but that the demand for fillets, T-bones, and sirloins 
did not exist in his community, the people did not buy at the price 
of $1.32 a pound. He was forced to sell at even less than $1 a pound. 

Mr. Kruse. That is absolutely correct. 

The CHatrMAN. So he takes a loss on the top part and he cannot 
increase the cost of the lower grades to compensate for that. 

Mr. Kruse. That is the case in our situation. We cannot sell the 
loins for the price that is frozen. In New York they can sell the 
loins but they cannot sell some of the other cuts. Perhaps they can 
sell the briskets at a high price. We cannot get the price for the 
briskets. 

When you put this frozen price on, vou put it on irrespective of 
the demands of the local communities which differ all over the country. 

The CHatrmMan. Do you know of a single human being in this 
country connected with the beef cattle industry who has advocated 
orders such as those that have been issued? 

Mr. Kruse. I do not know a single man who has not opposed them 
in the meat industry. 

The CuartrMan. Do you think that these orders are workable and 
feasible? 

Mr. Kruse. Absolutely not. 

The CHarrRMAN. You say that notwithstanding the fact that you 
tell the committee that you have sustained a substantial loss since 
the freeze went into effect? 

Mr. Kruse. Yes, sir. 

The CHatrmMan. Do you think that the other members of your 
association agree with your views concerning this matter? 

Mr. Kruse. Absolutely. 

The CuHartrMan. Are there any further questions? 

Mr. PoaGe. I should like to ask the witness if he believes that 
these present orders will produce more beef. 

Mr. Kruse. They will produce less. 

Mr. Poacr. And do you believe that they will result in giving the 
American people the beef that they need next fall and next year? 

Mr. Kruse. No, sir; they will not. 

Mr. Poacs. Do you believe that they will encourage the develop- 
ment of black markets like Mr. Eric Johnston suggested in his radio 
speech of March 9? 

Mr. Kruse. I certainly do. I would like to say further on that, 
Mr. Poage, I do not believe there is any way to keep a person who 
wants to buy something from finding the person who wants to sell 
something. We carried on quite a long experiment during prohibition 
on that. 

People want this meat. They will find some way to get it. The 
black market has two sides, the buyer is the other half of that side. 

Mr. Poace. Well, now, there is another phase of morality connected 
with this order that disturbs me considerably. We have heard a good 
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deal of talk recently about the actions of various agencies and about 
sharp practices and about actions that might not be illegal, but that 
certainly were not anything that anybody should be proud of. 

Now, then, we are setting up a great agency in which the returns 
that you are going to get as a packer will depend entirely, as I under- 
stand it, upon the judgment of some individual who is selected to 
grade those carcasses after you have slaughtered the cattle. 

Mr. Kruse. That is correct. 

Mr. PoaGe. Is it true that there will be more than $20 difference 
between a carcass if it grades Commercial or Good? 

Mr. Kruse. Fifty dollars. 

Mr. Poace. Fifty dollars? 

Mr. Kruse. Yes, sir. 

Mr. Poace. All right. Now, then, if you buy a thousand head of 
cattle that are right on the verge, and honest men would differ as to 
whether they were good or whether they were commercial, that would 
mean $50,000 difference to you, would it not, as to whether those cattle 
were graded out Good or Commercial? 

Mr. Kruse. Yes, sir. 

Mr. Poace. I am not suggesting that you would do it, and I am sure 
you would not, but I am equally sure that there are individuals in the 
packing industry, just as there are in all other lines of endeavor, who 
might find that it would be worth while to arrange the friendship of 
the man who was going to do the grading, and that might be done 
rather safely from the standpoint of the law, might it not, because no 
man can look at those carcasses and swear that they are Good or that 
they are Commercial. You could not do it, could you? 

Mr. Kruse. No. sir. 

Mr. Poacer. Do you know of any man in the United States who can 
actually go into court and swear that this carcass is Good or that it is 
Commercial? 

Mr. Kruse. We folks who claim to be experts, who have grown up 
with this thing, will disagree on these marginal carcasses. 

Mr. PoaGe. That is right. 

Mr. Kruse. They graduate very gradually up the line, and the 
line between one grade and another is arbitrary. 

Mr. Poacr. That is right. 

Mr. Kruse. Now in a free economy, the top parts of one grade 
sell very closely to the bottom parts of the next grade. 

Mr. PoaGer. Certainly. 

Mr. Kruse. When we put controls on, we cut that in.two and we 
say that this one which is right next to this one is worth 5 cents per 
pound less. That is one of the inequities and one of the squeezes that 
must be compromised by these controls. And there are numerous 
compromises of that kind. 

Mr. Poaace. I want to follow that a little further. It is not only a 
squeeze and an inequity, but it seems to me it is an open invitation 
for that immorality which I do not think our Government ought to 
open the door on. If some packer sees fit to hand $5 a head to that 
grader, or to give him an automobile or to do any of those other 
things, even without any agreement, even without any understanding, 
do you not think that more of those carcasses will come out Good 
than might otherwise come out? 
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Mr. Kruse. Mr. Poage, I have to be perfectly honest and say that 
I have never known of a grader taking any consideration or being 
influenced by any consideration like that. 

Mr. Poaae. No; but you have never seen this sort of a situation, 
either, before, have you? 

Mr. Kruse. That is true. We have pressures on vow, that is true, 
and we know human nature is what it 1s, and we have to deal with it 
as we find it. 

Mr. Poaacr. That is what I am talking about. We have created an 
entirely new situation here in which there are vast sums of money 
involved in the exercise of judgment which a man can pretty easily 
convince himself that he is honest about. 

Mr. Kruse. That is right. 

Mr. Poaae. And there is no jury on earth that can ever find that 
a man knew, or that he did not know, or that he did that dishonestly, 
can they? 

Mr. Kruse. That is right. 

Mr. Poace. And that opens the door to a very bad situation, does 
it not? 

Mr. Kruse. I am sure it does. 

Mr. ANpRESEN. Do you know of any legitimate packer, large or 
small, that made money on beef between January 25 and, say, May 1? 

Mr. Kruss. No, sir; I do not. 

Mr. AnpRESEN. And the losses vary for each packer because you 
could not pin down a certain definite loss; it would depend upon his 
ability to buy his live cattle at a certain price. 

Mr. Krvuss. That is correct. I would like to amplify at this point, 
Mr. Andresen, one thing that I think we forget. We overgeneralize 
packers. We have all kinds of packers. 

We have slaughterers who slaughter only cattle. We have slaugh- 
terers who slaughter cattle and hogs and sheep and lambs and calves, 
or combinations of those. Then we have some who process further, 
and some who do not; some have sausage kitchens and some do not. 

It all depends on the area, the relation of supply to the potential 
sales area. 

When you classify them all across, you cannot set up enough 
classifications, so that they all work at their best efficiency. You 
cannot level them off. 

Mr. ANpRESEN. But the packer who is engaged exclusively in 
slaughtering beef cattle sustained the largest loss? 

Mr. Kruse. That is correct. 

Mr. Anpresen. Do you have a base for your own company on 
slaughtering? 

Mr. Kruse. Yes. 

Mr. ANprEsEN. What is your base? 

Mr. Kruse. You mean our quota base for slaughter? 

Mr. ANpRESEN. The quota base. 

Mr. Kruse. It averages about twenty-two to twenty-three hundred 
cattle per month. 

Mr. Anpresen. And that takes in the 10 percent reduction? 

Mr. Kruse. No, our 90 percent is 90 percent of that. 

Mr. AnpresEN. Of that figure? 

Mr. Kruse. That is correct. 
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Mr. AnpRESEN. Have you been able to get enough beef to supply 
your regular trade during the past 3 months? 

Mr. Kruse. No. My partner told me last night the Canadian 
salesmen down there have to wear badges to keep from selling each 
other in Seattle. 7 

Mr. ANDRESEN. Where is your plant? 

Mr. Kruse. My plant is in Seattle, Wash. 

Mr. ANDRESEN. What have you done to satisfy your customers 
you have regular customers and you want to keep them? 

Mr. Kruse. | am sorry. Some of them are not getting service. 

Mr. AnpRESEN. What did you do—did you place them under an 
allotment as to the amount of beef that they could get from you? 

Mr. Kruse. As nearly as we could, yes. 

Mr. ANprESEN. And how much of their customary supply of beef 
did they get from you during this 3-month period? 

Mr. Krusn. We have only had the 90 percent for 1 month. The 
prior month, April, was on 100 percent basis. 

Mr. AnpresEeN. Have you then been compelled to reduce your 
supply of beef to your usual customers since the quota went into 
operation? 

Mr. Kruse. Yes. 

Mr. AnpresEN. I suppose this question would seem kind of silly, 
but did you comply with your quota on slaughtering? 

Mr. Kruse. Indeed, I did. 

Mr. ANprESEN. Why did you do that? 

Mr. Kruse. Well, | find that it is pretty good policy. 

Mr. ANpRESEN. Well, in other words, you and other legitimate 
processors want to live up to the regulation? 

Mr. Kruse. Of course we do. 

Mr. AnpreESEN. As far as you can, and you would rather cut the 
supply that went to your customers than to violate the quota regula- 
tions? 

Mr. Kruse. Mr. Andresen, that is why we are here. If we are 
going to have a law on the books, we want to live by it, but we do not 
want an impossible law on the books that some of us will succumb to 
the pressure and live outside of, and we do not believe the thing cai 
be enforced. We do not believe that we enlist an army of men big 
enough to enforce that law. 

Mr. ANpRESEN. Well, now, when you are forced to limit your 
slaughtering that means that you have to limit your supply to the 
retailers who sell the meat to the consumers? 

Mr. Krusez. Yes, sir. 

Mr. ANDRESEN. And you state this, that you have had to cut your 
supplies to your retailers? 

Mr. Kruse. That is correct. 

Mr. ANDRESEN. Were you here yesterday? 

Mr. Kruse. I listened for a while yesterday; yes, sir. 

Mr. ANpRESEN. I asked Mr. DiSalle to have his thousands of men 
throughout the country make an investigation to see if the retailers 
were getting the supplies of beef so that they could sell to their 
consumers. He said that in Washington they were getting ample 
beef. Now do you find that the same situation exists in Seattle? 

Mr. Kruse. Well, I believe in Seattle at the moment that the 
Canadian imports are taking up the slack. I have not been in Seattle 
for 2 weeks, and that situation changes pretty fast. 
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Mr. AnprEsEN. Is that live animals or the beef? 

Mr. Kruse. Dressed beef. 

Mr. ANDRESEN. That dressed beef then comes in from Canada 
and does not come under in any slaughtering quota? 

Mr. Kruse. That is correct. 

Mr. ANDERSEN. So that you are really in a fortunate situation? 

Mr. Kruse. Well, we are in an unfortunate situaticn in that we 
are deprived of the business. This beef, you understand, bypasses us. 

Mr. AnpReESEN. I should have said the consumers are in a fortunate 
situation. 

Mr. Kruse. The consumers are fortunate in that they are getting 
some Canadian beef, but that does not help the American industry. 
It hurts me. 

Mr. ANpRESEN. With the amount of cattle in the country which is 
said to be close to 85,000,000 head, any limitation on the amount 
that you can slaughter is going to reduce the supply of beef to the 
consumer, is it not? 

Mr. Kruse. That is correct. 

Mr. ANprRESEN. Thank you. 

Mr. Stmpson. I would like to ask the witness something about his 
quota. I believe you stated that you slaughtered 90 percent of 2,300 
steers a month? 

Mr. Kruse. That is correct. 

Mr. Simpson. That would be 2,070. Now suppose the cattle came 
into market, so that you could slaughter your quota in the first 2 or 3 
weeks of the month, say, the first 20 days and you saw that you were 
going to get your quota in that period of time. Would that not 
automatically cause you to bid less for the rest of the steers, for the 
balance of the month, knowing that you could only slaughter 2,070 
steers? 

Mr. Kruse. Yes, it would. 

Mr. Simpson. Would it not cause you to lay off some employees in 
your plant? 

Mr. Kruse. It certainly would. Incidentally, while you make 
that point I would like to add that this is entirely an assumption on 
my own part, but I believe it is a sound one, that the reduction in 
quota to 90 percent was purely for the purpose of reducing the com- 
petition for the livestock, so that the price of livestock would tend to 
come down. Our great compliance is now to be able to buy livestock 
so that they will be in compliance. 

Mr. AnpresEN. Did it have that effect of bringing down the price? 

Mr. Kruse. I have not noticed it yet. 

Mr. ANprRESEN. Those quotas went into operation on April 1. 

Mr. Kruse. That is right. One hundred percent for April, you 
understand, and 90 percent for May. 

Mr. Simpson. It would be perfectly natural for any packer that 
slaughtered its quota in the first 20 days, knowing that they were 
about up to their percentage of quota, they would immediately start 
not offering as much for steers for the balance of the month? 

Mr. Kruse. That would certainly be true. 

Mr. Stmpson. That is logical and reasonable? 

Mr. Krusp. Yes. 

Mr. Simpson. Last week I inserted in the record here some remarks 
by the president of Swift Co. over at Baltimore before the American 
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Meat Institute at their convention that they had over there. His 
statement was that Swift’s profit per dollar sale was about 1.5 cents. 

Would you care to comment as to whether that is approximately 
in line with most of the packers? 
» Mr. Kruse. We, in our own case, do just a little bit better than 
that in that we are a smaller company and a little closer coupled, 
but the one thing about the packing industry that you must have in 
mind, is that profits in the packing industry are seasonal. We are 
not afraid of going through a loss period. Very often we will vo 
through several months of loss, many times most of the year. Then 
we get into a harvest area, shall we say, when profits tend to be 
greater and it balances off. 

I think that is good in that during the time when supplies are 
short we try to keep our position and continue this flow of goods to 
the consumer. 

We need both the consumer and the supplier. If we do not have 
this regular outlet for our product, we know that we cannot stimulate 
it. We want to keep consumption up all of the time. 

Mr. Stwpson. While you need the consumer and the supplier, the 
consumer and the meat producer need the packer. 

Mr. Kruse. Certainly they do. 

Mr. Srwpson. In other words, the packing companies are necessary 
in our economy. 

Mr. Kruse. They certainly are. 

Mr. Stmpson. The farmer would not have a market for his beef 
otherwise. 

Mr. Kruse. That is correct. Our function as slaughterers of beef 
is to relate the willingness of the consumer to pay a price for livestock, 
so that it may be properly reflected in the amount of production. 

Mr. Simpson. And if the farmer feels that Swift and Armour, 
any of the big packing companies, are gouging them too much, they 
can send their own cattle to a cooperative producer company such 
as in East St. Louis, Ill., which is a cooperative participating com- 
pany; is that not right? 

Mr. Kruse. That is correct. 

Mr. Stwpson. You have that competition? 

Mr. Kruse. That is correct. 

Mr. Stmpson. Yo keep you in line? 

Mr. Kruse. In the West, in the 11 Western States of this country, 
independent packers do 65 percent of the slaughter. 

Mr. Stmpson. May I ask you this, do you think that 1.5 cents of 
profit on a dollar sale is exorbitant? 

Mr. Kruse. I do not. If you took all of the profit off of the price 
of meat, what would it amount to? 

Mr. Simpson. The over-all picture may be all right, but the stock 
of the packing companies is listed in the newspapers on the stock 
exchange, and the dividends that they pay do not reflect exorbitan' 
profits. 

~ Mr. Kruse. That is correct. If the big packers make too much 
profit, the independent packers will step in very quickly and take 
their position. 

Mr. Hitu. I cannot quite understand in my own mind how you 
expect to apply that 90 percent. They tell you 90 percent of what 
you killed a year ago; is that correct? 
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Mr. Kruse. That is correct. 

Mr. Hitt. What do you mean by 90 percent? Suppose a year ago 
you had one figure. Did you buy veal calves? 

Mr. Kruse. Yes. 

Mr. Hiui. Cutter bulls? 

Mr. Kruse. Yes. 

Mr. Hii. And good canner cows? 

Mr. Kruse. Yes. 

Mr. Hitt. How in the name of heaven do you work a 90-percent 
proposition? Suppose a year ago you bought a couple of carloads of 
cutter bulls and this particular month you are not going to buy any. 
Will you tell me how you will figure 90 percent of that? 

Mr. Kruss. That is one other of those inequities. Calves are 
accepted. ‘They are listed as veal. The answer is that all cattle, 
regardless of whether they are cows, bulls, steers, heifers or whatever 
they may be, are listed by head. If we last year slaughtered, let us 
say for the sake of simplicity, 2,000 head of all cattle, this year under 
the 90-percent quota basis we will have a total quota of 1,800 head. 
We may kill all prime cattle or kill all cutter cows. That is besides 
the point. And that is where the distribution order will fail. 

The distribution order which is coming is going to be an extension 
of that quota and is going to tell the packer that he must distribute 
his meat in the same pattern that he did last year. 

They are now accumulating data to base that on, and that means 
that if a customer last year bought a bull from me, he is entitled to 
buy a bull from me this year. 

Mr. Hitz. I thought he would be only entitled to buy 90 percent of 
a bull. 

Mr. Kruse. Or the quota or whatever it may be. That is correct. 

Mr. Hitz. Can he only buy 90 percent of a bull and 90 percent of 
a cow? 

Mr. Kruse. Suppose my market dries up and I eannot buy that 
bull alive. What happens? That is a vacuum. You can enumerate 
these inequities by the hundreds. They are never ending. 

Mr. Hixx. In other words, really—and I cannot quite see it yet— 
you said you could buy 1,800—it gets worse the further you figure it 
out—you can buy 1,800, but suppose you are buying or were buying 
a year ago, cattle of a certain type or a certain kind and this particular 
time you do not want those. Where do you go? 

Mr. Kruse. Maybe I cannot get it. I do not know. 

Mr. Hiti. You cannot operate. 

Mr. Kruse. I do not know how that operates. 

Let me tell you further, Mr. Hill, I would like to tell you about the 
quota. This is only temporary. 

Mr. Hiuu. I know. He said it was flexible. 

Mr. Kruse. Wait until we get our FISS quotas. 

The CHarrMAN. You do not mean to say that this 90-percent quota 
will be so restrictive as to require you to buy a certain percentage of 
your total purchase, assuming so many bulls and so many steers and 
heifers, do you? 

Mr. Kruse. Frankly, I do not know about that, Mr. Cooley. 
That is coming, that distribution order is in the mill. 

The CuHatrMAN. It would not require you to purchase Prime and 
Choice and Utility? 
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Mr. Kruse. To be consistent that would seem to have to be neces- 
sary. 

The Cuarrman. It seems to me that the OPS should certainly clear 
that situation up, because that would just be hopeless. 

Mr. Hixu. I have another question that is bothering me. 

Mr. Apernetuy. | want to find out whether or not your operating 
costs can be further reduced by 10 percent so as to compensate for the 
loss that you will have in your normal operations. 

Mr. Kruse. Absolutely not. 

Mr. ABERNETHY. So then you will have your same operating costs 
operating at 90 percent of capacity? 

Mr. Kruse. Essentially so. There are some things that we can 
reduce, but our overhead is at a certain level to a certain extent and 
we cannot do anything about it. 

The CuarrmMan. In that connection, what about this 10 percent, 
the increase in the wages of the workers in the packing plants? How 
will you compensate for that? 

Mr. Kruse. That is a very good question. I wish I knew that 
answer. I do not know. 

Mr. Asernetnuy. I have been trying to get the answer to that for 
2 weeks. 

Mr. Kruse. That is true. Not only now, but it will be retroactive. 

Mr. Apernetuy. Will it not have to be added to the cost of the 
meat? 

Mr. Kruse. Certainly, it will. 

Mr. Anernetuy. Why, sure, it will. 

Mr. Krust. There is no doubt about it. 

The Cuarrman. If you are not permitted to sell above the ceiling, 
you will have to absorb that? 

Mr. Kruse. I will have to go back and pick up the wages. 

The Cuarrman. And absorb that? 

Mr. Kruse. Yes. 

Mr. Hiv. You can clarify my thinking by just telling me as to the 
1,800 head that you are going to buy, where before you bought 2,000, 
what you are going to do about the weight of these cattle. I cannot 
see a particular thing like this working, at all. 

Mr. Kruse. We are 90 percent of the weight, that is correct. It is 
based on weight. 

Mr. Hit. A year ago, if you bought heavy steers, then you would 
have to buy more this year in numbers. 

Mr. Kruse. If they are lighter. That is correct. 

Mr. Hitxt. You would upset your whole general plan of the kind of 
beef you have been selling. 

The CuHatrMan. I thought it applied to the head and not to the 
weight. 

Mr. Kruse. We have been dealing in number of head for some time 
for simplicity, but it is based on the live weight of your cattle. 

Mr. Hixu. It took two men to answer that yesterday. The first 
man did not know whether it was by head or by weight. That was 
the chief. 

Mr. Kruse. I wanted to tell you some more about that quota. 
This will not take very long. The real thing that is coming out is 
what we call the FISS quota, federally inspected slaughter. That will 
be based on a factor. 
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Our slaughter will be a certain percentage of the total federally in- 
spected slaughter of the Nation. That will be a factor number which 
will be applied to us. We already have it. It is .001 something. I 
believe that is our percentage of the total available supply of cattle. 
That is going to be issued weekly. 

The CHarrMAN. Let me ask you a question right there. I have a 
little man in my district who is coming into the packing business, into 
the slaughterhouse business. He is expanding. He has a quota. 
Where is he going to get the quota from unless he takes it away from 
you or somebody else? 

Mr. Kruse. I cannot answer that. I do not know where these 
quotas will come from, especially when cattle numbers are going down. 

Mr. Hii. I asked an interesting question yesterday and I did not 
get a satisfactory answer, and I might say that none of them were 
satisfactory. Suppose a city like Denver where they have five or six 
good packing plants and the whole area is 90 percent filled. There is 
10 percent extra coming into that market. They did not answer that 
question for me yesterday. You tell me what is going to happen to 
that extra 10 percent. None of those packing plants can buy cattle. 

Are you going to cause them to ship to Omaha or Chicago? 

Mr. Kruse. W ell, I suppose that is going to be answered like all of 
these other very complex questions by somebody down here who does 
not understand the import of them. I cannot tell you how it will be 
answered. 

Mr. Hitu. You can see that it could very well be that a market like 
we have could be flooded for 60 days, for that matter, or, at least for 
30 days, until everybody would have their 90 percent. 

Mr. Kruse. That is right. 

Mr. Hitt. What will you do with the other 10 percent? 

Mr. Kruse. Under a free market there is a market for livestock 
every single day for any numbers, whatever they may be. The fluid 
price makes that possible, because if there are too many for the 
slaughterers, the dealers, the speculators or the feeders or the stockers 
step in and buy some of those cattle in the hope that when the market 
gets better there will be enough profit in it for them to get out. You 
cannot do that under a fixed economy. 

Mr. ANDRESEN. If there is a limitation placed on the packers as to 
the amount that they can slaughter, who will take over and supply 
the meat that the people want? 

Mr. Kruse. I think the same people who took it over before. 

Mr. ANDRESEN. That is, the black market? 

Mr. Kruse. Yes. 

Mr. AnpreEsEN. And it will not take very long for them to do it, 
either. 

Mr. Kruse. It certainly will not. I said before that you cannot 
stop this customer who wants to buy meat from finding somebody who 
wants to sell it. 

Mr. AnprREsEN. In other words, there is no immorality when it 
comes to buying beef and food. 

Mr. Kruse. I would not say that. I think we have the same stand- 
ard of morality and ethies in our business that we have elsewhere. 

Mr. AnpRESEN. I found that the people who wanted to buy food, 
if they have the money to buy it, they will get it from any source at 
any price. 
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Mr. Kruse. Well, I think we found that out with regard to another 
thing. 

Mr. AnpREsEN. When it comes to food, that is a vital thing in our 
lives. 

Mr. Kruse. I would like to make this point, the price is the ther- 
mometer that tells what people are willing to pay for a product. Now 
if you put a thermometer in a patient’s mouth and it reads 105°, it 
does not do any good to change the graduation so that it will show only 
102°. You still have the fever. You cannot change that by changing 
the graduations or changing the indices on it. 

The Cuarrman. Is it your argument that even if you put a ceiling 
price on beef, in view of the great consumer demands for beef and the 
consumer’s willingness to pay higher prices, he will continue to get the 
beef even if he has to go into the black market and pay bootleg prices 
for it? 

Mr. Kruse. I believe had we never said anything about controls 
and about ceilings, meat would be cheaper today than it is now. The 
American housewife is a very good shopper. 

The Cuarrman. It would be cheaper 6 months from now? 

Mr. Kruse. I believe so, yes. We have built up a tremendous 
possibility for production of beef. We have been holding back our 
heifer calves for 2 or 3 years. We have been holding back our yearling 
heifers and our 2-year heifers and our older cows, our marginal cows. 
We have all of those cattle in the hills. Those cattle, if we handle 
this thing properly, will stay there producing beef. 

This beef productlon machine is like a goose that lays the golden 
eggs. If we kill the goose, we do not get any more eggs. You drive 
that out of the hills and you will not get this production. 

Secretary Brannan touched on that point. He said the production 
potential is there, but we can only slaughter a certain amount now 
beyond our production facilities if we are going to continue this pro- 
duction thing. 

Mr. Srupson. I think the witness is exceptionally good. I would 
like to know if you are appearing before the Banking and Currency 
Committee that has charge of the legislation on the Defense Production 
Act? 

Mr. Kruse. I have appeared before the Senate committee and I am 
supposed to appear before the House Banking and Currency Commit- 
tee today. I hope I get on because I want to go home tonight. | 
have been here 2 weeks and my business needs me. 

Mr. Stmpson. Calves have been exceptionally high in the last sev- 
eral weeks. 

Mr. Kruse. Yes, sir. 

Mr. Simpson. If the farmer shipped the calves to the market, pre- 
sumably which he can do, are there any controls on calves as on 
cattle? 

Mr. Kruse. The calf order is not out. The veal order is not out as 
yet. It is in the mill. 

Mr. Stimpson. The prices of calves have been very high. 

Mr. Kruse. Correct. 

Mr. Stmpson. What is to keep a producer from shipping his calves 
to market? 

Mr. Kruse. If these controls stay on these calves they are liable to 
come to market. 
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Mr. Simpson. We will have an economic loss for the whole country. 

Mr. Kruse. Certainly. I would like to amplify that, if I may? 
The reason calves have been high is because the normal supply of veal 
that is usually augmented from the beef type of cattle has been absent 
because the stocker and the feeder has held these calves back in the 
hills. The veal we get now is primarily only from dairy. 

Mr. Simpson. The roll-back order is silly when you can sell a calf 
at any age that you want to up to the calf period, so long as it is in that 
yeriod. 

' Mr. Kruse. I am not sure that I understand that exactly. 

Mr. Simpson. I say that the roll-back order is silly when any pro- 
ducer can still sell his calves without any restrictions. 

Mr. Kruse. That is right. 

The CHarrMAN. Can you do that, can you sell a calf without re- 
strictions? 

Mr. Kruse. At this moment they are not restricted. Understand 
me now, that is at the retail level, the freeze applies on all. 

The CuarrMan. I know that, but at the stockyards—if I want to 
buy 10 calves, how about that? 

Mr. Kruse. Any price at all. 

The CuarrMAN. You pay anything you want to for them? 

Mr. Kruse. No compliance for them. 

Mr. Betcuer. There is no quota. 

Mr. Kruse. There is a quota on everything. The lamb order is 
out, but there is an 80-percent quota on the aichtar of lambs. It 
is not even out. 

The Cuarrman. Would that not be wide open for black-market 
operations? ; 

Mr. Kruse. It is, certainly, all wide open. 

Mr. Poaae. It is legal. 

The CuarrMan. That is what you might call a gray market. 

Mr. Simpson. Up to the veal period or beyond it, how do you con- 
sider a calf? 

Mr. Kruse. That is a moot question. It varies. Up to 6 months 
old we still consider them veal, if they are not too heavy. After they 
are 6 months old, irrespective of weight, they are not. 

Mr. Stimpson. The producer can sell the calf from the time it is 
born until 6 months old without any controls? 

Mr. Kruse. That is correct, at the live level. 

Mr. Stimpson. That means there is a 6 months’ loss on producing a 
calf when it takes 2 to 3 years actually to get a steer ready for market. 

Mr. Krusz. That is right. I would like to make this point: 
Since you talk about controls at the live levels, there are no controls 
at the live levels on anything. I can pay any price for any animal 
at any time. 

; “eg Simpson. They say that they can put controls on at the live 
evel. 

Mr. Krusr. They are on the average, Mr. Simpson. After I 
slaughter the animal and it is graded and I know the yield then I 
calculate what they call a calculated permissible live cost. 

Mir. Simpson. There was some talk here by Mr. DiSalle and Mr. 
Brannan that they could put controls on live animals. <A writer of a 
farm paper told me on the telephone that you could not put controls 
on live animals. 
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Mr. Kruse. As such you cannot. 

Mr. Simpson. Our office wrote to Mr. DiSalle and Mr. Brannan, 
and they both said that they could put on controls under the Defense 
Production Act. And there is not a word in it that says anything 
about cattle. : 

Mr. ANDRESEN. You can buy and pay whatever you want for the 
livestock, but the more you pay the more money you lose. 

Mr. Kruse. That is right. As long as I am in compliance at the 
end of the month over a 30-day period which is based on my average 

urchases for the month, all right. It is a very complicated thing, 
ut there is no price on animals as such. 

Mr. Simeson. How long will this condition exist until it puts you 
out of business? 

Mr. Kruse. I do not know, frankly. That is a hypothetical situa- 
tion. I would not know. 

Mr. Apernetuy. With regard to Mr. Simpson’s question about 
cows, who decides when a calf becomes a cow? 

Mr. Simpson. The calf. 

Mr. ABerNetHY. That is to be decided? 

Mr. Kruse. Yes. 

Mr. AnerNetuy. Who makes that decision? 

Mr. Kruse. In federally inspected slaughter plants veal over 385 
pounds is considered beef. 

Mr. Poaae. It is 285, is it not? 

Mr. Kruse. On the dressed basis. 

Mr. Anernetny. Is that the way they have the division ‘set up 
in the control regulation? 

_ Mr. Kruse. That is modified slightly by the age of the animal. 
Some animals, you know, will weigh more at a certain age than 
Jthers. Beef type calves get heavier. 

Mr. AperNnetuy. Who makes the decision at the stockyards? 

Mr. Kruse. That is not decided at the stockyard. 

Mr. AberNnetuy. Who decides it? 

Mr. Kruse. In our case it is by the Federal inspectors in the plant 
after slaughter or at slaughter, while it is being slaughtered. 

Mr. ANerNetTHY. They decide whether the animal is a calf or a 
cow? 

Mr. Kruse. That is correct. 

Mr. Asernetuy. If there is any dispute about it, then who makes 
the decision’ 

Mr. Kruse. At the slaughter level? 

Mr. Apernetuy. Yes. 

Mr. Kruse. The Federal inspector. 

The CuHatrMan. In other words, when you buy a calf the inspector 
calls it a cow, then you are just out of luck? 

Mr. Kruse. Yes. 

Mr. Asernetuy. Has your situation as related to this first step of 
the so-called roll-back—just confine it to that—been worsened or 
improved? 

Mr. Kruse. By the roll-back? 

Mr. ABERNETHY. Yes. 

Mr. Kruse. Worsened, decidedly. 

Mr. Aspernetuy. In other words—— 
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Mr. Kruse. Pardon me. I misinterpreted your question. The 
roll-back actually did tend to help us. It has not been accomplished, 
however. 

Mr. Asernetuy. To what degree did it help you? 

Mr. Kruse. By indicating to the trade generally that the ceiling 
prices if enforced would require lower prices and by perhaps making 
a more conservative approach to the whole thing and tending to slow 
up consumption by quotas. 

Mr. Asernetny. Of course, you have to have cattle made available 
for it to help you in the long run? 

Mr. Kruse. Yes. 

Mr. Apernerny. Has it made them available? 

Mr. Kruse. No. 

Mr. ABerNnetuy. Will you answer me now, has your situation been 
improved or worsened? 

The Cuarrman. Let me add this, when you take into consideration 
the increase in wages that you will have to pay on a retroactive basis, 
and take into consideration that your volume is going to be cut 10 
percent 

Mr. Kruse. I am afraid, Mr. Cooley, that I cannot isolate any part 
of this thing without taking it all. As each of these things progres- 
sively comes along, it makes another shackle that prevents us from 
operating. And each one worsens our situation and makes it worse 
for us. We would be very glad to sell out this year’s operations on a 
break-even basis right now, and would be delighted to do that. 

The CnairMan. Going back to Mr. Abernethy’s question, assuming 
that this roll-back was intended to help you and those similarly 
situated, after the roll-back then they come along and permit an 
increase in wages and they come along and cut your volume 10 percent, 
and when you take all of those factors into consideration you really 
have not been helped much anyway, have you? 

Mr. Kruse. No, indeed not. I would like, if I may, to give you my 
observation about this roll-back. I do not want to open the subject, 
and please do not move in on me, but this $700,000,000 and the rest of 
it has taken a lot of our time and I would like to offer my part in it 
while I have the witness chair. 

If you think of the selling price of meat as being level which we have 
to assume because they froze it at January 26, and then they came out 
with fixed price schedules which equaled that freeze—and let us 
assume that the meat ceiling price from January on is level—January 
25 when they made the freeze, cattle prices were at a certain place 
below that, and let us assume that that was a working margin and 
allowed us a profit at the slaughtering process level. What happened 
since that is that the selling price remained level, but this cattle price 
crept up and crept up and crept up, until it got so close that we called 
it a squeeze? 

The industry did not come to Congress. They went to OPS and 
they said, “‘For goodness sakes, give us these fixed prices. We cannot 
stand this. Give us this compliance order. Give us this margin that 
we need or we will get starved out of business.”’ 

So we urged them to get it completed, thinking it was inevitable and 
we might as well have it now. 
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Here we are over here. When they get to the fixed prices and put 
the compliance in they talk about the roll-back; what they intend to 
do is to push the cattle down back to where they were in January. 

Here we have covered a space from January to May with an 
increasing incline on the cattle prices. Feeders or producers of live- 
stock who bought cattle after January along this line, if the roll-back 
takes effect, will lose money. Feeders who owned their cattle before 
that period started in the meantime had a paper profit, but when the, 
came after the roll-back, they came right back where they were. 

So all of the people who put their cattle on feed, and I am one of 
them—TI had 5,000 of them—in February if I sold my cattle alive 
I could have made a fine profit—now I am back where I was in Januar 
on those cattle and I have not lost or gained anything. So in my case 
the roll-back does not mean anything. However, the principle of the 
roll-back is the thing. 

The fact that they can roll it back, and we do not know when they 
will decide to roll it back again, takes out of the industry the urge to 
produce. That is the point I want to make. 

This whole business makes meat scarcer and increases our problem. 

My banker friend says he wants to know about his loans on my 
cattle, and how they stand. He is apprehensive about it. He does 
not want to loan me any more money to feed the cattle. 

Mr. Hiut. I should like to ask unanimous consent to have placed 
in yesterday’s record these tables that Mr. Hope referred to. 

The CHarRMAN. Without objection, that will be granted. 

I would like permission, also, to put in some information from the 
American Meat Institute at the conclusion of these hearings. 

Thank you, Mr. Kruse, very much for your appearance. The 
committee will recess until 2:30 o’clock this afternoon. _ 

(Whereupon, at 11:10 a. m., the committee recessed to reconvene 
at 2:30 p. m.) 

AFTERNOON SESSION 


The CuarrmMan. The committee will be in order. 
The Chair will now call Mr. Wilbur LaRoe, general counsel for the 
National Independent Meat Packers Association. 


STATEMENT OF WILBUR LA ROE, JR., GENERAL COUNSEL, NA- 
TIONAL INDEPENDENT MEAT PACKERS ASSOCIATION, 
WASHINGTON, D. C. 


Mr. LaRor. My name is Wilbur LaRoe, Jr., 743 Investment 
Building, Washington, D. C. 

I am general counsel for the National Independent Meat Packers 
Association. 

Rather than reading my long statement, I have a one-page statement 
which I shall present, entitled “Outline of Statement.” 

The CuarrMan. Do you want to insert your prepared statement in 
the record? 

Mr. LaRor. I would like to have it inserted in the record; yes. 
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(The prepared statement of Wilbur LaRoe, Jr., in full is as follows:) 


Meat Price Conrrou 


(Statement of Wilbur LaRoe, Jr., general counsel, National Independent Meat 
Packers Association, before House Committee on Agriculture, May 24, 1951) 


My name is Wilbur LaRoe, Jr., 743 Investment Building, Washington, D. C. 

Let me say at the outset that I have every sympathy with the difficult problem 
confronting this committee. I know only too well the dangers of inflation and 
I believe that everything within reason must be done to check inflation. 

On the other hand, experience has demonstrated that meat price control and 
animal price control simply will not work and I am here to protect a great industry 
against virtual ruin, and also protect the public in keeping the supply of meat in 
legitimate channels. 

My experience tells me that the chief argument against the control of beef prices 
and cattle prices is that my members find it impossible to buy cattle at the ceiling 
prices because others who do not consider themselves bound by the ceiling prices 
come into the market and buy the cattle right out from under the nose of the 
legitimate purchaser. 

Just the other day one of our finest members went to his usual cattle market 
to buy and found the cattle were being purchased by unknown people at prices 
higher than can be paid by a legitimate packer. He was unable to get his supply. 
He resolved to go to the offices of the stockyards company and find out who were 
the mysterious people who were buying the cattle away from the legitimate pur- 
chasers. He was figuratively thrown out of the livestock market office and 
denied all information. Incidentally, I believe there is a question whether 
under Department. of Agriculture rules such information may be given out. 

When we complain to OPS about such conditions they tell us they will investi- 
gate if we will give them the name of the buyer, which of course we are in no 
position to do. 

It is a very, very serious matter when legitimate packers cannot get their 
supply of cattle. And it is doubly serious when the Government admits that the 
black market cannot be controlled. The chief of OPA’s enforcement division 
told the Senate Committee on Agriculure during the last period of price control: 

“We have requested the assistance of the FBI at various points. In fact 
directly in connection with the black market in meat. They refused to take 
any cases because they already had more work than they could do with their 
present available manpower. We would be glad to have the FBI work with us. 
But they do not have the staff to do it. Neither do we.” 

Already the black market has started to operate and already the channels of 
supply are drying up. Beef is very scarce in most parts of the Nation in spite 
of the fact that there are 84,000,000 beef cattle on the ranges and farms, enough 
to give every person half a steer. 

A roll-back in prices cannot possibly help this condition, but is sure to make 
the condition worse. 

The OPS is, by its unfairness, making the condition worse. The recent serious 
beef price squeeze has done untold damage to our industry, has caused enormous 
losses, and has in many instances cut down a packer’s slaughter of beef practi- 
cally to zero. A small packer simply cannot go on slaughtering beef when the 
losses are as high as $15 per head. 

Now we are facing a similar price squeeze on pork. This price squeeze will 
grow worse as we enter the summer and the hog prices increase as they normally 
do in this season. Today our members are losing 5 cents a pound on sausage 
because the sausage prices are frozen and the hog prices are not frozen. OPS 
has had months to get the pork prices out but has not done so. The situation 
is aggravated because there has been during recent months a pronounced swing 
in the consumer demand for pork with heavy emphasis on the more valuable 
pork cuts such as pork loins, with much less demand for the lower grade cuts. 
Under normal conditions we can, like any other wholesaler, increase the price of 
pork loins and reduce the price on the lower cuts in order to get them moving, 
but today we must accept the ceiling price on the pork cuts, although the price 
of hogs has gone up, and we must still reduce the price on the lower cuts if we 
want them to move. 

Our plight has been made worse by the heavy roll-back in the price of hides 
and tallow. This is like adding insult to injury at the time when we are already 
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in a bad price squeeze. Incidentally, this very severe and unfair roll-back in the 
price of hides and tallow was made without any consultation with independent 
meat packers in violation of section 404 of the Act. 

Much has been said about the high price of meat. The price is higher than 
we would like to see it because high prices discourage consumption and we depend 
for our success on big volume because our profit from processing is less than | 
cent per pound of live hogs and only a very few cents for the processing of cattle. 
In fact, our margin for processing is so small that I do not understand how the 
meat packers can be responsible for much of the high price now prevailing. As 
to pork, we could give up ail of our profit and not affect the price in the market 
by more than a cent or two. In other words, if we slaughtered hogs free the price 
of pork products to the public would not be much reduced. 

After my appearance before the Senate Banking Committee, I was quoted as 
having said that meat prices are low. It is true that they are relatively low in 
comparison with factory wages because the latter have gone up 175 percent since 
1929 while the price of round steak has gone up only about 117 percent. These 
are Department of Agriculture figures. But I still feel that the price of meat is 
high, although it is not unduly high in its relationship to the economy as a whole 
and in relationship to the huge purchasing power of the people. Meat prices 
are too high in the sense that everything is too high. 

With every sympathy for those who are seeking to control inflation, I am 
nevertheless here pleading for the protection of a great industry against ruin. 
Letters from smal! independent packers are flooding my desk to the effect that 
they cannot hold out much longer. <A beef price squeeze was bad enough with- 
out adding a pork price squeeze to it. Our members who specialize in veal are 
really suffering because OPS has given no relief from the veal price squeeze. 
We are losing money on sausage which is one of our industry’s principal items. 
We have lost huge sums on beef and today we are entering a price squeeze on 
pork 

Our opposition to price control would be very much lessened if we could buy 
cattle and hogs at ceiling prices. The Government has never been able to give 
us that protection. In other words, the Government places ceiling prices on 
animals but does not make it possible for us to buy animals at those prices. In 
fact, the Government has now issued a wide-open invitation to the blackmar- 
keteers. The Government has been so unfair as to make the animal prices binding 
on us as slaughterers but not on anyone else. In other words, Mr. DiSalle has 
told everybody except legitimate slaughterers that they may pay what they 
please for live animals and he has told the producers of live animals that they 
may charge anything they please for live animals sold to others than slaughterers. 
How can it reasonably be expected that we can obtain our animals at ceiling prices 
under those conditions. 

Why must price control on meat and meat animals always operate unfairly 
and to the disadvantage of my clients? Somebody ought to answer that question. 

We are sincere in our conviction that price control wil! not work. Price control 
on meat and meat animals will not work. We are convinced that it will work 
untold injury to our industry and therefore to producers and feeders. 

I would stress the feeding aspect because a feeder who adds 200 pounds to a 
steer is just as important as the man who raises the steer. You cannot encourage 
feeders by rolling back prices. Our success depends upon incentives to the farmer 
to produce animals and incentives to the feeder to feed them. Price ro!l-backs 
have diametrically the opposite effect and will hurt us and hurt the consumers 
because the channels will dry up as they are drying up today. You are soon 
going to see long lines of housewives with ration books in their hands trying to 
buy meat at a meat counter. Even with the ration book she probably will not 
get her meat because some mysterious force has diverted it away from the legiti- 
mate channels which she normally patronizes. 

I am pleading against the mess which meat price control and animal price 
control cause to all concerned, including my clients and including the housewife 
and including the producers and feeders. 

This is why I argued before the Senate Banking Committee that we should 
strike at the basic causes of inflation instead of trying to control meat and animal 
prices when it has been so conclusively demonstrated that the Government cannot 
successfully control those prices. 


Mr. LaRor. The price roll-back will very seriously injure the pro- 
ducers of cattle without substantial benefit to the independent meat 
packers. 
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It is possible to take $700 million out of the pockets of the cattle- 
men and at the same time make beef prices on such a low basis that 
there is little, if any, profit in slaughtering. That is what OPS has 
done. They figured to give us 35 cents a hundred, and I want to 
underscore that, profit, but this is wiped out by errors in calculation 
and by the messing up of the whole system of production and distribu- 
tion. 

We could slaughter free both hogs and cattle, and it could not 
affect the price to the consumer very much, for this reason: On hogs 
our normal margin is around 1 cent per pound live weight and on 
beef cattle the margin is around 2 to 4 cents per pound of live weight. 
So if the price of meat goes up from, say, 50 to 75 cents, or to $1, you 
cannot blame it on us. Our margin is so small that if we slaugh- 
tered free it would not greatly reduce the price of meat. 

The quota regulations are strangling the producers and processors. 
That is illustrated by a Richmond, Va., situation. When a very fine 
packer, one of our members from Richmond, came to my office and 
said, ‘‘Last year I increased my slaughtering capacity by investing a 
quarter of a million dollars to enlarge the size of my plant. I went to 
OPS to get more quota, because there are plenty of hogs in my vicinity 
to slaughter. And they said that I could not get any recognition for 
that increased capacity.” I could not believe my eras when I heard 
that. 

So we went down to OPS with the client to see what was wrong, 
and we found out what was wrong. They are using the old Depart- 
ment of Agriculture slaughter figures, and using that as the basis, and 
if you have enlarged your plant by a quarter of a million dollars, you 
do not get a single additional animal to slaughter, although there are 
many to slaughter all around you. That is the rigidity of this unfair 
thing. 

If a man honestly last year—not in this year, but last year, ex- 
panded his plant by a quarter of a million dollars, why should he not 
get more quota, just because Government fiat says he shall not get it? 

The CuHarrman. I have a similar situation to that, only on a much 
smaller scale, in my own district where a company has been engaged 
in the meat business and now they have built facilities, thinking that 
they would go into the slaughtering business, but if they are not given 
a quota, the facilities will be worthless. 

Mr. LaRor. That is right. 

May I call attention to the opposite situation in Du Quoin, IIl.? 

Yesterday afternoon, about 3 o’clock, I was called up in great 
desperation by a man speaking for a group of our members in that 
part of Illinois, and he said, ‘‘We are being flooded with hogs and our 
quota is not sufficient, in other words, we cannot slaughter these hogs, 
and the market is flooded with them. Can you get us quick relief?” 

I said, ‘“‘Well, Mr. DiSalle has promised that they can get relief in a 
few hours. I suggest that you all get together out there and join in 
the telephone conversation to him and see if you can get relief.”’ 

He said, “Well, that would not work because they do not know how 
to operate it on the telephone.” 

And today I am working on that. 

Gentlemen, is it good to hurt the producers by having the animals 
flood into the market? The public wants the meat. And the meat 
slaughterers cannot slaughter it. 

84040—51——28 
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Mr. Poacer. Will you make us a report on what happened out there? 
Yesterday, you will recall that Mr. DiSalle and Mr. Erikson were both 
questioned on that very point of what was going to happen, and they 
both said that within 24 hours they could give relief. I never dic 
understand how they proposed to do it. 

Mr. LaRor. They cannot do it that quick. 

I desire to underscore the next: The chief evil in quotes is the 
curtailing of production. 

The effect is the wet blanket effect on production, restricting and 
drying up the channels of distribution. That is the worst feature. Of 
course, it is possible to manipulate these quotas so as to effect the 
prices downward. 

What is going to happen in Du Quoin with a whole flood of hogs on 
the market and nobody to slaughter them? What is the inevitable 
result on the price of hogs in that area? You cannot give the hogs 
away. 

And then there is the mess caused by compulsory grading. The 
errors and dishonesty in grading. The Philadelphia-Baltimore situa- 
tion is an example. 

A very good Baltimore slaughterer wanted to buy some beef. He 
went to the Baltimore livestock market and found that the animals 
were drifting away to Philadelphia at higher prices than he could pay. 
He ordered some beef from Philadelphia. These same cattle which 
had gone from Baltimore to Philadelphia then came back dressed to 
Baltimore. He bought them as commercial. They were stamped 
“Commercial beef.” He looked at them and he said, “That is utility 


beef, not commercial beef.’’ He called in the inspectors informally to 


get a check on his judgment, because he knew it could not be com- 
mercial beef. It had been stamped Commercial beef in Philadelphia. 
These inspectors informally ruled that it was Utility beef. 

Do you not get the point? Of course, it could be drawn away from 
Baltimore to Philadelphia if it could be upgraded in Philadelphia. — 1 
goes to Philadelphia where some inspector—and by the way, I believe 
in calling names and if the Department of Agriculture is interested in 
knowing who graded this in Philadelphia, it contained the initials 
“S. R.’”’, that is their inspector in Philadelphia—it was graded Com- 
mercial, although it was only Utility. That is why it got away from 
Baltimore. 

It came back to Baltimore, was purchased by this same Baltimore 
man. He said, “Why, that is plainly Utility.” And as I say, he 
called in the Government inspectors and they said that it is Utility, 
and yet it was graded in Philadelphia higher. 

And thus the Baltimore man loses the animals to Philadelphia 
because some grader in Philadelphia says that it is Commercial when 
it is not. 

Next, the man who cannot get a grader must tell a falsehood. 

That is strong language and I want to prove it. 

Assume for a moment that you are a country slaughterer of beef 
and it has not been customary for you to have a Federal grader. 
You are so many miles from the nearest big center that it is hard 
for you to get a grader. You call up the Department of Agriculture 
and ask for a grader. They are sorry, but they do not have one. 

Let us assume that you have been specializing in the feeding of 
your animals and, therefore, specializing in Good Choice Prime beef. 
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You try to get a grader and they tell you that they do not have one. 
What do the OPS regulations say on that? If you cannot get a 
grader and if you are slaughtering Good, Prime, and Choice beef you 
are required to stamp it as Commercial. 

You are required to tell a lie. 

You are required to sell that at a loss, just because you cannot 
get a Federal grader. 

They assume you are dishonest. 

I had an actual case called to my attention the other day and I 
think it was in Texas, where a man had 300 Choice cattle, 200 Good 
cattle and, perhaps, 80 or 90 Commercial cattle. He was required 
by the regulations to stamp all of it as Commercial. 

He was required by the regulations to lie about the quality of 
the product. 

He was required by the regulations to cheat himself. 

I say that this thing is messy. It is messy because of the unfair 
regimentation that goes with regulation. 

Mr. Poacr. Will you go a little further into that and tell us just 
what chances are of a man getting a grader when he is out in a small 
community? 

Mr. LaRor. Well, the chances are I must admit in fairness to the 
Department of Agriculture getting better, because they recently 
hired a lot of new graders, but just because they are new, they are 
more inexperienced. Mr. Ross Bell told me yesterday of a situation 
in southeastern Pennsylvania that is worse than any I have heard of, 
where they cannot get graders. I will give the Department of Agri- 
culture credit, however, for doing the very best they can to fill these 
gaps, and they are filling them, and I suppose that the time will 
come when everybody will get a grader. I am talking about the 
present situation. 

Mr. PoaGe. Yes, I am too. What does it cost a man to get a 
grader? 

Mr. LaRosr. I assume that he has to pay the same $3.60 an hour 
that everybody else does. He does not want the grader. It is 
compulsory, you understand. 

Mr. Poace. I understand that. If I am slaughtering down at 
Ben Arnold, Tex, what will I do? 

Mr. LaRor. Your expenses, of course, will be greater than they 
will be for the man in Waco. 

Mr. PoaGe. That is just what I am getting at. He will have to 
pay that man for, at least, a day to come down there to slaughter one 
animal and he generally slaughters only 1 a day. 

Mr. LaRor. That is right. 

Mr. Poace. How are those little fellows who are accustomed to 
slaughtering one and two a day—and there are thousands of them 
that do not slaughter more than one a day, sometimes two a week— 
how are they going to afford to pay all this expense for grading? 

Mr. LaRor. They cannot afford to do it. They are forced to do it. 

Mr. Poace. Why it could run up to $20 or $30, that is, the cost of 
bringing the man down to inspect one carcass. 

Mr. LaRoe. That is right. 

Mr. Heinz tells me that the cost to the small slaughterer is high 
because he has to pay this $3.60 an hour from the time the grader 
leaves Waco until the time he gets back to Waco. 
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Because of our small margins (only about 1 cent per pound profit 
on live weight of hogs and less than 3 cents on cattle) we must have 
great volume. What encourages the producers helps us. What dis- 
courages the producers hurts us. How ean a price roll-back possibly 
help the producers? Senator Maybank is right that the roll-back 
defeats the main purpose of the Defense Production Act, namely, big 
production. 

The black market is already at work. 

The other day one of our best members in Baltimore who is larger 
than some of our other members went to the stock market to buy 
his cattle. He needs about 75 a day now. His normal kill is 150 
rattle a day, but the wet blanket of price control has reduced his 
slaughter in half. It is now about 75 a day. 

He went to the Baltimore market to get his 75 cattle. Somebody 
was buying right out from under his nose. They were being shipped 
north. They were paying more for them than he could pay as the 
maximum under the regulations. He bid the maximum permissible 
under the regulations, but somebody up north came in and slid them 
out from under him by paying more than the regulations. 

He got angry and insisted on going down to the stockyard office to 
find out who was buying them. And they figuratively threw him out 
and denied him the information. They would not tell him who was 
buying them. Iam informed that they do not dare to tell him under 
the Department of Agriculture regulations. 

When we complained to the OPS about the situation, their answer 
is, “You give us the names of those who are guilty and we will prose- 
cute them.” 

All over the United States this thing is going on. The animals are 
being bought out from under my members’ noses and, therefore, their 
slaughter is going down, down, down, down, and the housewife is not 
getting her beef and the whole thing is messed up. 

The CuarrMan. What do you think became of that beef that was 
purchased at the stockyard above ceiling prices? 

Mr. LaRor. I have no idea what happened to it. I can only 
speculate that it got into illegitimate channels, but we do not know. 
We cannot define those channels, and nobody ever can. 

And, by the way, when we ran up against a similar situation in 
OPA, here is what OPA said, and I am quoting one of their experts: 

We have requested the assistance of the FBI at various points. In fact, 
directly in connection with the black market in meat. They refused to take any 
cases because they already had more work than they could do with their present 
available manpower. We would be glad to have the FBI work with us. But 
they do not have the staff to doit. Neither do we. 

That was OPA. Now today the situation is the same. The 
FBI cannot do it. The OPA cannot do it. The United States Army 
could not do it, but Mr. DiSalle is going to do it. 

The CHarrmMan. Mr. DiSalle said that he was in a better position to 
enforce it now than they were in the OPA. 

Mr, LaRor. He is not in any better position, in my opinion. 

The CuatrMan. I do not know why he would be, but he said so. 

Mr. LaRor. Because of that situation, may I read just one or two 
telegrams? 

This is from Baltimore, dated May 24, signed by A. W. Schmidt 
& Son. 


Impossible to buy cattle in compliance. 
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Get the significance of that, cannot buy cattle at the prices. That 
is the permissible prices. 

The yield specified in the regulations cannot be obtained. Have been in 
business for 70 years. If losses continue will have to shut down. 

Imagine a small packer in business for 70 years, honestly in business 
for that time, and just because of the wet blanket of these regulations 
he cannot buy cattle to keep his business going. 

Next is a telegram from Tiberville, Va., Shenandoah Valley Meat 
Packers: 

Bought 20 steers for $36.75, 3 Prime, 17 Choice. Graded all Choice. Dressed 
2 percent under conversion factor. Twelve head for $35, six Choice, six Good. 
Same grade. Dressed 2'4 percent under conversion. Bought 10 steers, graded 
Choice 155 under compliance, but 42 head 500 over compliance. Twenty head on 
dry feed 9 months. 

Where it says over compliance it means they have to stop slaught- 
ering for the rest of this month. 

This one is from Lancaster, Pa., from Spungin Abattoir: 

Bought Union Stockyards, Lancaster, May 21, dressed five Commercial, three 
Utility. Out of compliance 318.81. 

He is out of compliance and the only way he can get in compliance 
for the rest of the month is to buy less than the ceiling and yet he says: 


Market higher Tuesday and Wednesday. 


In other words, he has no alternative but to go out of business for 
the rest of this month. 

Little Rock, Ark. This is one of our fine members signed by 
Chris Finkbinder, president of the Arkansas Independent Meat 
Packers: 

Fifty-four Arkansas meat independent packers unable to buy cattle in com- 
pliance with present regulation. One purchase of 21 head cf cattle will receive 
penalty of 3,000 pounds against next month’s quota. Situation not getting any 
better. Cattle reported $1 higher yesterday. 

There is a group of 54 packers with their operations stymied because 
they can not buy the cattle cheap enough and the cattle are going up. 

Baltimore, Md., signed George G. Ruppersberger & Sons: 


We are unable to buy cattle at the stockyards. 


Eighty-four million cattle on the ranges wanting to get to market 
and we cannot buy cattle: 


We are practically out of the beef business. 


The CuarrmMan. We had some testimony yesterday afternoon to 
the effect that some of the city boys had been going through the 
countryside advising the farmers to hold off the market and to wait 
for higher prices. 

Mr. LaRor. I would not know about that. I only know that the 
channels are drying up, and gs they always do under price control. 

The CHarrMan. When a man says in a telegram that he cannot buy 
the cattle, do you understand that there are no cattle there to buy 
or that he cannot buy them under the ceiling? 

Mr. LaRor. No, the cattle may be there. His quota has been 
exhausted under these regulations or else he has bought in such a 
manner that he is in excess of his compliance and, therefore, he is 
stopped for the rest of the month. ‘he cattle may be there. It is 
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not a lack of cattle so much as it is the wet blanket effect of these 
regulations. 

The CHarrMan. Suppose he goes out early in the month and buys 
cattle slightly above the ceiling in the hope that later on in the month 
he will be able to buy some below the ceiling and even out his prices. 
He purchases in the first part of the month and is unable to acquire 
meat at a lower price in the latter part of the month. Then he is 
hooked, is he not? 

Mr. LaRor. He is hooked for the rest of the month. 

The CuarrMan. Is he not hooked for more than the rest of the 
month, is he not in violation? 

Mr. LaRogr. Yes, in addition to being hooked, he is in violation. 
That is what I call the wet blanket effect. 

The housewife, do you not see, is soon going to be standing in line 
for meat, because that means that the slaughterer is being cut down. 

The next point is, losses from beef slaughter since the OPS price 
freeze. 

I have been getting some figures together, and if you will look at 
this other sheet entitled ‘‘Before House Committee on Agriculture” 
I have there extracts from recent letters. I will be glad to give you 
in confidence the names of these slaughterers, because these are exact 
quotations from their letters. 

From an Ohio slaughterer: 

May 3, 1951. 

— has been losing $15 to $20 per head, and sausage $4 to $6 per hundred- 
weight. 

We are a small company and our losses have been so heavy that we cannot 
stand it much longer. There is no alternative except either to violate or to quit 
business. The first we will not do. The second will be necessary unless some 
change is made soon. 

Cattle slaughtered today cost $58.70 per hundredweight without any expense 
added. Under the OPS we are forced to sell this beef at $54.40 per hundred- 
weight. Add to this the expense of slaughtering, refrigeration, selling, etc., and 


you will see that no company could stand this very long. This is worse than 
the OPA, 


From a Texas slaughterer: 
May 15, 1951. 

In March and April of 1951, we lost $10,578. To illustrate the seriousness of 
such a blow, let me state we made only $10,035 in 1950. In other words, we lost 
more in 2 months as we made in the entire year of 1951. * * * 

We did not sell a calf for 4 weeks, losing a total of $4,795. Our gross sales 
dropped from an average of $91,000 in 1950 to a low of $64,254in March. * * * 

In an effort to regain our lagging sales, we decided to stock a few calves for 
the benefit of our old customers, hoping to make up the losses we would incur by 
selling them more high-profit items such as sausage. It was impossible to super- 
vise each sale, consequently this too failed, with a total loss for April of $5,783. 


From an Oklahoma slaughterer: 

May 7, 1951. 

We think we can state in simple language the effect price control has had on 
our business. 

In April we were forced to borrow $20,000 to meet our obligations. This in 
spite of the fact we killed less head in April than normally and reduced our sup- 
plies purchases to a minimum. 

The place a man or business feels a hurt, but bad, is in the pocketbook. We 
could point out specific costs; show how much more live cattle cost now, than in 
January; we could also advise you, our buyer, in Omaha, today, phoned that 
cattle were higher than a week ago, and smaller numbers at the markets * * 
but all that wouldn’t be as plainas * * * we now have to borrow money to 
keep going. 
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From a Pennsylvania slaughterer: 


May 14, 1951. 

As the OPS has issued the so-called “tailored” beef ceilings, this ceiling will be 
discussed first as it relates only to our company. Our prices for manufactured 
products (frankfurters, bologna, ete.) were frozen when we purchased cow meat 
at 55 cents a pound and bull meat at 56% cents a pound. Under the present 
“tailored” prices the price of this meat, according to the OPS regulations is 6114 
cents for cow meat and 66 cents for bull meat. These two ingredients with their 
respective prices will cause us to lose around $1,000 weekly. * * 

In reference to the general freeze on the pork prices, we have suffered an average 
killing and cutting loss ranging from 25 cents to $1.50 a hog. Our losses have been 
incurred basically by slaughtering hogs ranging from $21.75 to $24 a hundred- 
weight when our prices were set on a $24.25 a hundredweight hog. This operating 
loss for January, February, March, and April has amounted to $37,000 in round 
figures. Worse yet is the fact that we withheld slaughtering of hogs in excess 
of the current demand during the heavy run of hogs because our conclusions found 
the price too high for freezing a product for our summer requirements. Now 
when the hog price is down, we find ourselves strangled for a quota, unable to 
accumulate a product for our summer demands. This restriction on production 
will cut down this year’s tonnage by 15 to 20 percent. 

From a Michigan slaughterer: 

May 14, 1951. 

We always try to keep a ratio of profit and the figures that we get from day to 
day show our cost and then we add our margin which includes the profit that 
we would like to have. We always try to have a margin over and above every- 
thing to show us a reasonable business profit. 

The month of January this year our sales were $132,624.17 of all kinds of meat. 
Our net gain was $2,369.94, which was 1.786 percent of sales. February, March, 
and April, our net sales were $430,062.17, and our losses for that amount of 
business was $9,312.25, which is 2.165 percent of sales. Last week we had to 
sell $6,400 in war bonds to pay our bills. 


Isn’t that a pretty picture under price control? 


All of these figures are only contributory to the OPA entering our way of 
doing business. What they have done is proof enough that they do not know 
what they are doing. They have done nothing but talk. Where they go for 
their information I would like to know. They sure can come up with everything 
that is unworkable in the meat business. 


From a New York State slaughterer: 
May 14, 1951. 

A regulation which does nothing to insure a legitimate slaughterer can obtain 
livestock at the price set by the OPS is unfair and discriminatory. Due to the 
harsh policies thus far forced on us, we have, during the first 4 months of this 
year, suffered severe financial losses which entirely wiped away the total profits 
of the past 4 years. In short, the profits of 4 years of operation under a free 
economy have been taken from us in 4 months of Government-dictated operations 
and there is still no relief in sight. Needless to say, we cannot continue to operate 
under such conditions. 


From an Illinois slaughterer: 
May 14, 1951. 
An analysis of our graded slaughter for the first 4 months of this year discloses 
the following information: 
January: 
Average live weight: 771 pounds 
Average live cost: $29.22 per hundredweight 
Loss per head: $1.21 
February: 
Average live weight: 772 pounds 
Average live cost: $30 per hundredweight 
Loss per head: $7.76 
March: 
Average live weight: 765 pounds 
Average live cost: $31.07 per hundredweight 
Loss per head: $10.26 
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April: 
Average live weight: 762 pounds 
Average live cost: $32.35 per hundredweight 
Loss per head: $15.85 
Our graded slaughter reveals a live cost increase of $3.13 per hundredweight. 
And no permitted additions to our selling price. 
About 30 percent of our slaughter consists of canner and cutter cows which are 
boned for our sausage manufacturing operations. 
An analysis of our canner and cutter slaughter (which includes boning loss) 
follows: 
January: 
Average live weight: 740 pounds. 
Average live cost: $18.57 per hundredweight. 
Loss per head: $3.48. 
February: 
Average live weight: 735 pounds. 
Average live cost: $20.12 per hundredweight. 
Loss per head: $12.82. 
March: 
Average live weight: 732 pounds. 
Average live cost: $20.42 per hundredweight. 
Loss per head: $9.88. 
April: 
Average live weight: 746 pounds. 
Average live cost: $22.46 per hundredweight. 
Loss per head: $19.79. 
This analysis of canner and cutter slaughter reveals an increase in the live cost 
of $3.89 per hundredweight. With no permitted additions to our selling price. 


From a Maryland slaughterer: 
May 14, 1951. 

This company has a total of 30 employees. (Nore.—The following figures, 
though small in comparison to some companies are tremendous to us.) 

A quick check of figures for February and March show a combined loss of 
approximately $23,000 for these 2 months. 

This company was forced to sell $10,000 worth of bonds recently in order to 
buy livestock. 


From an Ohio slaughterer: 
AprIL 3, 1951. 
As you probably know, this general freeze order froze our dressed selling prices 
at the highest level attained between December 19, 1950, and January 25, 1951. 
In this connection, we would like to submit the figures on the live cost of two 
typical kills of cows, one in the base period and the other in the present. They 
follow below: 


12 cattle in December 1950 (our ceiling price period) : 
Live weight: 13,035 pounds. 
Cost: $2,207.24. 
Average cost per hundredweight: $16.93. 
14 cattle in March 1951 (the present): 
Live weight: 14,180 pounds. 
Cost: $3,257.67. 
Average cost per hundredweight: $22.50. 

The rise of $5.57 per ht indredwe ‘ight in the live cost of cows reflects a rise of 
approximately $10 per hundredweight or 10 cents per pound in the cost of the 
careass beef to us as between the December and the March period. Our prices 
are frozen on the 1950 basis. 

We have discontinued selling cuts of cow beef, but are operating a sausage 
business and must continue killing some of this type cattle in order to operate our 
sausage room. Our beef business is already gone, through Government fiat and 
unless we get some relief soon, another large part of our business will be operating 
at such a loss that we will not be able to continue. 


Why must a situation such as this exist for a period of 2 months 
now for our business, when the Office of Price Stabilization has al- 
lowed margins over and above raw material costs for numerous other 


lines of business? Beef is our raw material. Why the discrimination? 
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One of our finest members is a Baltimore company which, as I have 
said, is somewhat larger than some of the other companies. I place 
special reliance on their figures, because they have an expert cost 
accounting system in their plant. A good many of these things that 
you get from small packers are often estimates or calculations. But 
when you talk to the Baltimore firm you are dealing with expert 
accountants. Here is the result of their operation. For February 
and March, combined for those 2 months, on beef and pork a loss of 
$207,000. Their loss for that 2-month period figures $7.34 per head 
on cattle and $1.12 a hundred on hogs for those 2 months. 

People have said, where does the $700,000,000 go to? Well, we 
just have not seen it. We are losing money heavily. And if you 
gentlemen will take my word for it under this new beef price arrange- 
ment our margin is so thin that we are just going to break even. 
And if you have the time, I would like to have the privilege of bringing 
in here accountants and experts—one of them is in the room here 
today—who will prove to you that OPS in its liberality set out to 
give us a margin. How much do you suppose per pound of carcass 
dressed weight is a net profit for this slaughter? What figure in cents 
per pound do you suppose they set out to give us? Thirty-four one- 
hundredths of 1 cent per pound. But because of errors in their cal- 
culations we are not going to get that. We are just about going to 
break even. Under their own admission all they sought to give us 
was three-tenths of a cent a pound. 

Mr. Poace. Do you care to speculate on the reason for our failure 
to get some testimony yesterday? You were here, I think. Do you 
recall that I tried to get Mr. Erikson to tell us what margins they 
were trying to give to the packers? Mr. Erikson did not give it to us. 
And I say in all frankness I do not think that was because he did not 
have it. Why did he not want to give us those figures? 

Mr. LaRog. Well, I did not happen to be here during his testimony. 
I do want to say that I have had close contact with Mr. Erikson, Mr. 
Roads, Mr. Carster, and Mr. Rice. They are the four men in OPS 
that we deal with. We have found them honest and competent, but 
often their conclusions are reversed upstairs. I am only speculating, 
but the reason why he did not want to give you the figures was that 
his own calculations were upset upstairs. Those men are honest and 
they are capable. I have no complaint against them. 

The Cuarrman. This first roll-back order we are told was in the 
interest of the people that you represent. Now you tell us that the 
benefits which were supposed to inure to your clients actually do not 
amount to anything at all. 

Mr. LaRoer. Here is the way it works, Mr. Chairman. 

The top line is the level of the beef prices before price controls. 
The cattle prices were down here in the middle of the page. The 
difference in there was our margin of profit. 

OPS comes along and puts the cattle prices way down here, working 
tremendous injury to the cattle-producing industry. 

Then they give us three-tenths of a cent a pound, just a tiny little 
speck above this level, so that they do $700,000,000 damage to the 
cattle industry and give us 2 cents of it. 

Mr. PoaGcr. I come back to the question, did anybody get any 
profit out of this deal? 

Mr. LaRor. No, unless the housewife ultimately benefits, but she 
will be hurt because of the restrictive effect on the channels of distri- 
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bution. She is going to find herself standing in line competing with 
the black market, trying to get beef at the Safeway store, and the 
beef will not be there, because it has gone somewhere else. 

Mr. Poacr. Mr. Johnston pointed all of that out on the 9th day 
of March and made it perfectly plain what was going to happen 
when he explained that you would, probably, be able to buy beef, 
but in the black market and at fantastic prices. 

Mr. La Rog, Yes. 

The price roll-back will badly hurt the producers on whom we 
depend. 

The price roll-back will hurt meat packers and consumers by 
restricting volume and drying up normal channels. 

Housewives will soon be standing in Line because of the limited 
supply of meat in legitimate channels. 

The whole system of price regulation on meat and meat animals is 
messy, unfair, restrictive, burdensome, unworkable and unenforceable. 

Those are strong adjectives. | mean every one of them. 

J have with me today one of the real experts in the beef business, 
and if you could give him 5 minutes | believe you would enjoy hearing 
him. 

Mr. John Heinz. 

The CHArRMAN. We will be glad to hear from him. 


STATEMENT OF JOHN HEINZ, HEINZ’S RIVERSIDE ABATTOIR, 
INC., BALTIMORE, MD. 


Mr. Hernz. Thank you, Mr. Chairman and gentlemen. 


I heard Mr. Poage trying to get Mr. Erikson to tell him what 
profit he wrote into the business. Well, I happened to sit in one of 
those task meetings. Mr. Erikson started off by putting an example 
on the board, a 34-cent live animal. You would take off $3.85 a 
hundred for the drop, the byproducts, reducing the value to 30.15. 
Then he divided 30.15 by 60 and came up with 50. He added $1.85 
to that for plant operations, 85 cents for sales expense and 35 cents 
a hundred for profit. 

After adding that up he turned to me and said, ‘‘Can you live under 
that?”’ 

I said, ‘‘No, simply because you chiseled me out of 25 cents a 
hundred in your arithmetic, because when you divide 30.15 by 60 
you get 50.25 and not 50.” 

So he was going to start by giving us 35 and take 25 away in arith- 
metic which reduces it down to 10 cents a hundred. That is the last 
meeting I was invited to. 

My assumption of it is that OPS has put the margin of profit too 
low for successful operation of a beef slaughtering plant. They have 
left no margin for honest mistakes, some of which they are guilty of 
themselves. 

Under the plant concocted by OPS a packer is permitted to purchase 
a Prime live steer weighing 1,125 pounds and pay the permitted ceiling 
of $38.10 a hundredweight or $438.62. This is in compliance. That 
is in Baltimore. This steer should yield 698 pounds of carcass beef 
on which the OPS has allowed 35 cents a hundredweight profit or a 
profit of $2.44. This profit can be gained by the packer if the steer 
does everything he is calculated to do. 
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As I understand the order, all yields were predicated on the assump- 
tion that all the hides would be native hides, and that there would 
be no condemnation of byproducts. 

If this steer dressing 700 pounds should have a branded hide and 
the hide would weigh 70 pounds, they would take off 3.5 cents a 
pound or $2.45 for that hide. Now if the drop is predicated on native 
hides and you lose $2.45 on the hide, the $2.44 original profit is gone 
in that $2.45 on the hide. 

If the liver from this steer should be condemned, there would be a 
loss of $6 to $7 as OPS has put a price of 60 cents per pound on this 
liver. 

It is my thinking that if OPS charges the packer for the drop 
against the cost of the animal, all of the drop that is lost through 
condemnation by Federal Government representatives should be paid 
for by the Government. 

We tried to get Mr. Erikson to tell us how much he charges for 
the hide, how much for the liver and for everything else, because when 
he makes us take off this on this steer, he is definitely charging us 
for the byproducts, because we cannot sell the beef any higher. 

We come to the greatest hazard in the whole picture. And that 
is mandatory Government grading. That, in my opinion, is terrific, 
because each day we must under that allow an inconsistent and in 
most cases incapable employee of the Government to come in our 
plant and grade our meat, thereby establishing our ceiling price. 
Men who gain their knowledge of meat by driving trucks, lugging 
meat, and as gate watchmen are put on the grading force. 

If you should happen to get a very bad deal and you appeal, the 
only answer you get from the grader’s superior is that it is regrettable. 

Now, I will ask you gentlemen if you think a packer can operate on 
regrets. I cannot buy cattle with regrets. 

OPS allows 35 cents a hundred profit. And when you have a border- 
line steer, every grader will tell you there is a top and a bottom to 
every grade, anybody who knows cattle knows that. But the top 
and bottom of the grade bring the same price. 

On the first grade when Prime and Choice there is a differential of 
2 cents between Choice and Good. So they allow you to make $2.45 
and you take $14 away from your grading. 

Then if they drop down from a grade of Good to Commercial, the 
difference is 5 cents a pound. And it is 5 cents a pound between Com- 
mercial and Utility. 

So for that $2 or so that you may earn on that carcass, you stand a 
chance of losing $35. 

So when we put these things together I do not just see how we can 
operate under it. Besides, they have established prices on some of the 
byproducts at which they cannot be sold at that price. For instance, 
cow udders; in most instances people throw them away, but if you 
have a dog-food manufacturer close by, they are worth 8 cents a 
pound. OPS has charged them to us at 10.5. 

Beef lungs are worth 10 cents a pound. They are charged at 12.5 
cents. 

I sell our byproducts of that type to Wilson & Co. of Philadelphia. 
We can accumulate possibly 6,000 pounds a week. We figure that 
at around 10 cents a pound. That is $600 that is charged to us. 
Wilson can only use 2,000 pounds a week due to the fact that the Gov- 
ernment has restricted the use of tin. 
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So what do I do with the other 4,000 pounds that cost me $400? I 
cannot get it out of the meat, because my price is placed on that. 

‘My father started in this business in 1884. I do not know how 
we can operate it under the conditions that we are trying to work 
under now. 

I had some cattle yesterday. They got very close to compliance. 
I had the grader grade them the way I say they should be graded and 
the way I honestly believe they should be graded. I was tempted 
this morning to bring some of the beef over here and show you the 
kind of grading they give us. It so happened we have four cattle 
drop down that weighed 2,000 pounds and we lost 5 cents a pound and 
that is $100. 

I happen to be the one that bought the beef out of Philadelphia. 
I have a piece of that beef in our cooler right now that I say is Utility 
that I paid a Commercial price for. I could show you a piece of beef 
worth 10 cents a pound more that they want to put Utility on. 

So they are inconsistent and incompetent, both. 

The CuarrMan. You are primarily in the slaughterhouse business? 

Mr. Heinz. We only slaughter cattle and nothing else. We 
slaughtered 25,000 in 1950. 

The CHarrmMan. What effect will this 90 percent quota have on you? 

Mr. Hetnz. I have so much quota it is running out of my ears. 
I do not know how to buy them. So long as we have to violate the 
law, we do not do anything. We will quit first. 

The CHarrMANn. You do not get cattle enough now to reach the 
quota? 

Mr. Heinz. No; we are not getting enough cattle. Between 
January 28 and Saturday we slaughtered 3,472 and lost $26,164.93, 
$7.53 a head. 

Last year between January 1 and May 19, we slaughtered 7,903 
cattle. This year 5,062. So we have a lot of quota. We have 
money, but cannot spend it. 

The Cuatrman. We thank you very much for your statement, 
Mr. Hetnz. 

Mr. Hernz. Thank you. 

The CHarrMAN. We have one other witness, Mr. C. S. Winters. 


STATEMENT OF C. S. WINTERS, TERRE HILL, PA. 


Mr. Winters. Mr. Chairman and gentlemen, I have been a field 
secretary and sort of a spokesman and representative for approximately 
100 small country butchers or slaughterers since coming out of the 
Army in 1944 during the dark OPA days and through the interim up 
until again the dark days of OPS some weeks ago. 

I would like, for the record, to concur with everything that was said 
in this room by the witnesses who have testified today. 

As I say, I represent small country butchers who retail almost 80 
to 82 percent of their own slaughtered products in local markets or 
peddle it through the country. These men slaughter from 1 to 30 
head of steers a week. And I will confine myself to steers only. 

It is utterly impossible for the 100 members ef the little organization 
that I represent in the richest agricultural area in the country, 
Lancaster County, and in the most thickly populated slaughter section 
in the United States—as I say, it is no longer possible for these men 
to buy cattle in compliance with the price ceilings as set up by OPS. 
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I have here, that I could offer as an exhibit, a set of invoices by one 
of the small slaughterers who buys the poorest kind of cattle that come 
out of the Lancaster stockyards. He is in violation. 

I would like to say for the record that when the hubbub was raised 
about the price of meat, as Congressman Dague will concur, we 
noticed immediately in the Lancaster Livestock Reporter, dated the 
first week of December 1950, a very small article that here in Wash- 
ington they were considering controls. And, gentlemen, I have here 
a copy that I could leave with you, dated December 28, 1950, and 
another one dated May 14, 1951, and one dated May 21, showing 
that from the very time that Washington talked about controls, 
mind you, meat sales began to spurt, but it became scarce. 

Iam the gentleman who passed the information that was presented 
yesterday that in the Conestoga Valley in Lancaster there were 
thousands of head of feeder cattle from your southwest district, Mr. 
Poage, that are fed for 100 to 120 or more days where certain indi- 
viduals from Philadelphia, New York, and New Jersey, as during 
the OPA days, have gone to the farmers. They did not tell them— 
that was a misunderstanding—to hold them for a higher price. They 
simply said: 

Withhold them from the Lancaster stockyards, because after June 4 these 
local country butchers can no longer buy within compliance. They are restricted. 
They are licensed by OPS. 

Therefore, the top that they can pay for cattle that must grade 
Good will be $35.20 on the hoof and they must dress out 59 percent. 

Those gentlemen are waiting until my boys that I am speaking for 
will gradually close their plants. 

Next week in my little town the quotas will have been exhausted. 
I live in the center of a rich cattle feeding, finished feeding country. 
And, gentlemen, I was told by my own butcher yesterday that there 
will be no meat next week. He has exhausted his quota. Neither 
can he buy any cattle for the month of June, in which will be his 
first accounting period after May 20, in compliance. So he will have 
nothing to offer. 

And I would make the statement for the record that approximately 
80 percent of the slaughterers will have to do exactly the same thing 
unless they want to take the risk of facing the penalties that are 
imposed on them by Federal law. 

I also want to call attention to the fact that yesterday one of the 
men that I speak for had four cattle hanging in his cooler. <A grader 
from Philadelphia was going to grade them Choice, but his boss was 
with him and his boss said that he should grade them Good. That 
is a violation. He had paid $34.75, so he was in violation. 

I have been following 100 slaughterers from week to week and 
month to month and year to year. 

I was afraid that some such thing as we now are faced with would 
be perpetrated upon the industry from the time OPA went out the 
window. And it was no surprise when I walked into Philadelphia 
some weeks ago and found the same old faces occupying the desks 
of OPS that were in OPA. 

The same holds true in Washington. It seems as if the same 
individuals were out to bedevil the slaughtering industry. Why, I 
cannot understand. 
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I do know this, and I think the larger operators will agree with me 
wholeheartedly when I say that in Lancaster County, from the 
Lancaster city stockyards, which is the largest distributing point of 
feeded cattle from the West, last November, December, and January, 
buyer resistance was setting in. The housewife was putting up sone 
buyer resistance. And I think that had nobody talked about con- 
trols, had they left the whole thing go by the boards, the resistance of 
the housewife to buying overpriced beef ‘or other meat products would 
have gradually forced prices down. The same would have backed up 
to the stockyards. The same would have eventually been felt by you 
gentlemen in the Southwest or wherever you are, where you feed 
cattle, but it would not have been an overnight picture that would 
have robbed the cattle producer of these $700 million that we hear 
so much about. And I do not think, speaking for the men who only 
kill one head a week but in the past have made a livelihood out of it, 
that they were out to knife the cattle producer from the Southwest. 
They are only out to make a living. 

Gentlemen, as you have heard here today, they can no longer make 
a living. 

If the man who slaughters 200 a week is going into failure, so will 
the one who slaughters 1. 

The CuarrMan. Did the people that you represent urge OPS to 
issue this first roll-back order so as to restore the margins? 

Mr. Winters. No, sir; they did not. 

The CuatrmMan. Do you know anybody in the beef cattle industry 
that advocated or now approves of these orders? 

Mr. Winters. No, sir; I do not. 

The CuHarrMan. Are there any questions? If not, we thank you 
very much, Mr. Winters. 

Mr. Winters. I would like to wind up by saying this, Mr. Chair- 
man: For the past 15 years in Lancaster County I have been making 
out the income-tax returns for approximately 155 farmers, men who 
own their own farms. Those men today have, I would say, anywhere 
from 15 to 27 or 30 head of cattle in pasture or in the barns finished 
dry feeding. Those cattle, gentlemen, they paid more for as feeders 
than OPS will allow my boys to pay for them if they go in the Lan- 
caster stockyards. And they are even graded Prime. They paid 
$39.40 for them, and they bought them in all trust and confidence as 
business has been done in the past that the Government would allow 
them to operate in a free economy and would not hamper their oper- 
ations. 

The CuHarrmMan. Did they believe honestly there would be no 
roll-backs? 

Mr. Winters. They certainly never expected a roll-back. 

Mr. Poace. May I suggest that we again extend an invitation to 
all consumers and consumer groups who want to appear before this 
committee and tell us how this program is benefiting them. There 
have not been any who have accepted our invitation. We have 
extended it several times. 

I would like to ask the gentlemen of the press who are here to 
cooperate with us and extend that invitation to the consumer and 
consumer groups. 

The CuarrMan. Or anybody else who wants to speak on these 
orders. 
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Mr. Poace. We particularly want to hear from these consumers 
if there be such who think that this order is going to help them. 

The CHarrMan, I shall insert in the record the communication 
from the American Meat Institute at this point, which I have referred 
to previously. 

(The letter and the tabulation attached are as follows:) 


AMERICAN Meat INSTITUTE, 


Washington, D. C., May 24, 1951. 
Hon. Harouip Coo.ey, 


Chairman, Committee on Agriculture, 
United States House of Representatives, Washington, D. C. 

Dear Mr. Cootey: In response to your request I am submitting herewith the 
figures showing the results of various companies on their beef operations before 
the January 25 price freeze and subsequent to the freeze. 

Two of these companies request that the information given be held by the 
committee in confidence and that the names of the companies not be made public 
or a part of the public record. The other two companies prefer that their names 
be withheld. I am furnishing you with a key to the names of the first two com- 
panies. The third and fourth companies are in the large packer classification; 
that is, they are among the first 10 in volume of product handled and in sales. 

I am sure you will understand that the highly competitive nature of the meat- 
packing business is the reason for these companies not wanting the figures on 
their operations to be made a part of the public record. They do, however, want 
the committee to be fully informed as to the facts. 

We have asked for this information from other companies and as this material 
becomes available we will supply it to the committee. 

Sincerely yours, 


A. W. GiLuiaM. 
Company No. 1:! 


Jan. 6, profit per hundredweight, dressed _ _ - : ee $0. 
Jan. 13, profit per hundredweight, dressed _ - 
Jan. 20, profit per hundredweight, dressed _ _ 
Jan. 27, profit per hundredweight, dressed - 
Feb. 3, profit per hundredweight, dressed 
Feb. 10, loss per hundredweight, dressed __- 
Feb. 17, loss per hundredweight, dressed __ 
Feb. 24, loss per hundredweight, dressed____- 
Mar. 3, loss per hundredweight, dressed 
Mar. 10, profit per hundredweight, dressed 
Mar. 17, loss per hundredweight, dressed _ 
Mar. 24, loss per hundredweight, dressed __ - 
Mar. 31, loss per hundredweight, dressed 
Apr. 7, loss per hundredweight, dressed______- 
Apr. 14, loss per hundredweight, dressed ____ 
Apr. 21, loss per hundredweight, dressed _____- 
Apr. 28, loss per hundredweight, dressed ____ 
May 5, loss per hundredweight, dressed 
May 12,? loss per hundredweight, dressed ___ 
May. 20,? loss per hundredweight, dressed 
Company No. 2: 
November, December, January, per head profit 
February, March, April, per head loss_ 
Company No. 3: 
November, December, January, per head profit 
February, March, April, per head loss_- 
Company No. 4: 
November, December, January, per head profit 
February, March, April, per head loss__ 


1 Does not include $700,000 to $800,000 loss on OPS roll-back on hides. 
2 May 12 and May 20 are estimates, balance accurate. 


The CuHarrMan. The committee stands adjourned until 10 o’clock 
in the morning, at which time Mr. Eric Johnston is scheduled to appear. 

(Whereupon, at 3:30 p. m., the committee adjourned, to reconvene 
at 10 a. m., Friday, May 25, 1951.) 
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FRIDAY, MAY 25, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in 
room 1310, New House Office Building, Hon. Harold D. Cooley 
(chairman) presiding. 

The CuartrMan. The committee will be in order, please. 

We have Mr. Eric Johnston with us this morning, and we would 
be very glad to hear from you now, Mr. Johnston. 

We have asked you to come before the committee this morning in 
connection with the roll-back order on beef prices. 

Sometime ago the Senate Committee on Agriculture passed a 
resolution urging that roll-back orders be rescinded, and there was 
some sentiment on this committee for consideration of a similar 
resolution, but the committee decided rather than to consider a 
resolution of that order without hearings it would be better for us 
to have hearings and to make inquiries in an effort to obtain more 
accurate information concerning the justification for the issuance of 
such orders. 

We thereupon asked Mr. DiSalle to come before the committee, 
and he spent an entire day here. 

Shortly thereafter the beef cattlemen had a meeting here in the 
city of Washington and invited members of the committee to attend, 
and most of us did attend. Thereafter they wanted to be heard. 
They wanted an opportunity to present facts and figures in opposi- 
tion to the orders which had been issued. 

So for several days we heard the cattlemen. 

It developed in the course of the hearings that the first roll-back 
order was prompted by the fact that the margins of profit left for 
the packers, processors and handlers was not sufficient to enable 
them to operate on a profitable basis. 

The cattlemen likewise contended that they could not operate at 
a profitable basis under the orders. 

They also contended that they had been led to believe that no 
roll-back orders would be issued and that, honestly believing that no 
roll-back orders would be issued, they expanded their cattle business. 
Some of them went into business and bought cattle, believing that 
they would be sold on the market at the then prevailing prices and 
would not be forced to have a roll-back. 

When we tried to ascertain from the cattlemen the source, of such 
assurances, you were mentioned and we were told that you had 
made statements which were calculated to lead the cattlemen in 
good faith to believe that no roll-back order would be issued. 


443 
84040—51——29 





444 BEEF CEILING PRICE REGULATIONS 


They contended that this roll-back order has the effect of con- 
fiscating their profits and putting them into bankruptcy and out of 
business. 

Others, of course, have contended before the committee that the 
orders were unworkable. 

During the course of these hearings we have accorded an opportun- 
ity to every segment of the beef industry to come here to give their 
views concerning the feasibility of the orders under which they would 
be forced to operate. : 

We would like particularly to ask you what public statements you 
have made with reference to roll-back orders, and we would like to 
to have that information so that we may determine whether or not 
such statements as you have made were calculated to lead these 
cattlemen to believe that they would not be faced with roll-backs. 
If you can refresh your recollection and give us the benefit of such 
statements as you have made, we will appreciate it very much. 


STATEMENT OF ERIC JOHNSTON, ADMINISTRATOR, ECONOMIC 
STABILIZATION AGENCY 


Mr. Jounston. Mr. Chairman and gentlemen, I am very happy to 
come before you and have you question me on this or any other 
matter that you desire. 

The only public statement that I recall having made was a radio 
address which I would like to read to you—that portion of it applicable 
to meat and other roll-backs. And this is quoting from a public radio 
address that I made on March 10, on CBS. This is a quotation: 


You ask, ‘But why haven’t vou rolled back the prices of food and elothing— 
everything? Why haven’t meat prices been brought down?” 

Well, we could order a roll-back all along the line. Mr. DiSalle could issue an 
order tomorrow sharply rolling back the price of steak and hamburger. The order 
might also decree a sharp roll-back in the prices of suits and spring coats. 

If these orders went out, I’m sure that all of us who like steak or need a new suit 
or a new coat would cheer the announcement. 

You’d cheer if the order didn’t threaten to destroy your business; or threaten 
you with the loss of your farm. You might applaud that roll-back if it didn’t 
wipe out your job or cut your wage or salary back so far you couldn’t meet install- 
ments on your car or the mortgage payments on your home. 

Think about it that way. For that’s what could happen if we arbitrarily 
shoved down the price of meat or suits or anything else to last year’s figures when 
production costs—and wages—were lower too. 

Would you want us to do that? Would you want us to tailspin the economy in 
trving to stabilize it? 

You might still cheer a roll-back order such as that if you could really get the 
steak you like or the suit you want. But the chances are you couldn’t. 

They’d disappear from your butcher’s counter and from the racks in your 
clothing stores. You might find plenty of beef, yes. Plenty of beef in the black 
market. You might find plenty of woolen goods, yes. Plenty of clothing under 
the counter. 

And all at fantastic bootleg prices. I don’t think you’d like that. 

But we are going to roll back some prices—prices that are out of line with costs 
or conceal excessive profits. We don’t intend to permit anyone to make a personal 
killing out of a public emergency. I think we can all understand that we shouldn’t 
roll back prices just for the sake of a roll-back. 


I believe that is the question on the radio speech that I made. 
You will notice that I said the roll-back was to last year’s figures. 
And you will also notice that I said that we are going to cut prices 
where we feel that there are high prices or excessive profits. 
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That has been done, gentlemen, in a number of items. Meat is 
only one of these, as you know. 

I did not originate this order. These orders, as you know, origi- 
nated in Mr. DiSalle’s office. 

My job is that of coordinator of the many facets of the economy 
that have to deal with the stabilization of the economy, of which 
wages and prices are two segments, as you know. 

I approved the order that Mr. DiSalle has issued. Mr. Wilson 
approved the order, and I believe the President of the United States 
approved the order. 

The CuHarrMan. What did you intend to convey to the public 
when you made the speech on March 9 or 10, in which you pointed 
out that the ill effects of a roll-back, when you pointed out that a 
roll-back might result in the disappearance of meat from the butcher 
shop and might drive meat into the black market at fantastic bootleg 
prices—after pointing out all of those evil effects of a roll-back, what 
did you intend to convey to the public? 

Mr. Jonnston. Well, I intended to convey to the public that there 
would not be a roll-back to pre-Korean times, that there would 
not be a drastic roll-back on items just for the sake of rolling them 
back. 

Mr. Poaar. May I ask the gentleman a question right there? The 
present roll-back amounts to 10 percent; does it not? 

Mr. Jounston. Yes, sir. 

Mr. Poace. The roll-back for August 1 amounts to 4} percent? 

Mr. Jounston. Right. 

Mr. PoaGce. The roll-back of October 1 is estimated at 414 percent, 
and that is a total of 19 percent; is it not? 

Mr. Jounston. That is right. 

Mr. Poage. And just yesterday Mr. Erickson told us that there 
had been a 20-percent increase, I believe, since the 25th of June in the 
price of meat. So you roll it all back but 1 percent and tell us that 
you are not taking it back to pre-Korean times, but you leave 1 percent 
spread above that. 

Do you think that 1 percent that you left is sufficient to avoid these 
evils that you have described? 

Mr. Jounston. Well, if the mathematics is correct I can only say 
it has been deemed by our experts that it is sufficient. But this was 
in no sense the sort of sudden roll-back I was speaking about in that 
speech. 

Mr. Poace. Do you think that is very frank with the public, 
Mr. Johnston, to tell them that we are not going to roll you back to 
last year’s prices and then roll them back 99 percent of that? Do 
you think it is fair to say we are not going to put you back where you 
were last year, we will leave you 1 percent better off than you were last 
year, when you do not even leave them that 1 percent—you leave 
them 1 percent better than they were on June 25 last year? You 
leave them in much worse shape than they were at the time of the 
passage of the Stabilization Act. You leave them in much worse 
shape than they were last fall. And yet you said to them that we will 
not roll you back to last year. Now you have rolled them back far 
beyond what they were last winter, beyond what they were last fall— 
rolled them clear back to within 1 percent of what they were on 
June 25, 1950. 
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Do you not think these people were pretty well justified in placing 
the interpretation that they did on your announcement? 

Mr. Jounston. Well, I think you have to consider all of these 
things in relation to the base period which we have taken for our 
wage policy, which is January 1950. And taking that base period, 
of — meat has risen terrifically compared to the January 1950 
period. 

I know that by law we are supposed to take the prices of 30 days 
prior to the Korean war, or parity—whichever is higher—as minimum 
ceilings as far as agricultural prices are concerned, but I’d like to 
quote you figures I alieve Mr. DiSalle gave before the Senate Bank- 
ing and Currency Committee—using January 1950 as the base of 100: 
Beef prices on cattle increased to 153.2 percent by March 1951, 
while the index of prices paid by farmers increased to 112.9. 

Let me finish, if you do not mind. Wages of all manufacturing 
workers in that period increased to 110.6; prices of food items in- 
creased to 115.4; the index of consumers’ prices increased to 109.7 
percent. And yet beef was up here at 153.2 percent. 

Mr. Poace. Will you explain why you did not say then that you 
were not going to roll them back beyond January 1950 which 1s a 
vastly different thing from saying last year? It is a vastly different 
thing to say that we are going to roll you back to the lowest point that 
= were, rather than saying we are not going to roll anybody back 

eyond last year when prices and costs and wages were all lower. 
That is what you said in your speech. That seems to me that you 
made no distinction between meat and clothing. You put that in the 
same sentence. You referred to them exactly the same. 

To me this statement clearly indicates that you contemplated 
exactly the same treatment of cattle and of clothing because you 
referred to them in the same sentence. 

Do you find anything in your statement that would indicate any 
distinction between the treatment you proposed to accord to cattle 
and clothing? * 

Mr. Jounston. Well, I think that these terms, Mr. Congressman, 
were used generically and not specifically. It was not my purpose 
in that speech—as the full text will show—to lay down a specific 
pricing policy on meats or clothing or tractors or automobiles, or 
anything else. I was merely trying to explain the scope of the prob- 
lem of stabilization. 

Mr. Poace. Let us see about meat itself. You made this speech, 
I thought, on March 9. You say March 10? 

Mr. Jonnston. It was released on the 10th. 

Mr. Poaace. The speech was made on the 9th of March, as I recall 
it. 

Mr. Jonnson. You are right. You are absolutely right. It was 
released in the press on Saturday, March 10. I made it Friday 
night, March 9. 

Mr. Poace. On March 12 you wrote a letter to Senator Eugene 
Millikin about this meat situation—not about something else—not 
about generic terms, and not about general terms, but about the specific 
meat situation and nothing else. That is all the Senator was asking 
about. And you told him this: 

No livestock order was issued on March 7, of course. 


And although one is in the works it will probably not be ready for some time. 
Details of its provisions are being worked out and before any order is issued it 
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will be fuliy and thoroughly reviewed at all levels in the agency. Furthermore, 
it is our intention to consult with an industry advisory committee on this matter 
and . obtain the full benefit of their background and knowledge in this very com- 
plex field. 


In a broadcast over CBS network Friday night I outlined some of the problems 
in any roll-back of prices and tried to make clear that I have no intention of order- 
ing roll-backs which would destroy business, bankrupt firms or throw people out 
of work merely for the sake of a roll-back. I mentioned particularly some of the 
factors in regard to meat. Since these comments are relevant to the subject of 
your letter, I am taking the liberty of enclosing a copy of the text of that broad- 
cast and call your attention particularly to page 6. 

And that is substantially the page you have just read. 

Now it seems to me that that clearly could not have had any pur- 
pose in the world except to lead Senator Millikin to believe—and I 
think you understood he was going to pass that on to the cattlemen, 
because that is what he asked about—to lead those cattlemen to be- 
lieve that you were talking about livestock when you were talking 
about all of these bad effects that would follow, and that you certainly 
had no intention of rolling livestock prices back to where the margins 
would be wiped out; that you had no intention of rolling them back to 
where they would not make a profit; that you had, in fact, no intention 
of rolling them back beyond the prices of last year. 

It seems to me clear that you specifically led these people to believe 
that you were referring to meat and live cattle, because when asked 
about the roll-back on live cattle you referred them to this radio speech 
and said that relates to the subject. 

The CHarrMan. Let me interrupt. My question to you was, 
having said all of these things about the evil effects of roll-backs, what 
did you intend to convey to the public when you made the radio 
speech? Did you intend to convey to them that you were not going 
to roll back prices or you were going to roll back prices? 

Mr. Jounston. I intended to convey to the public that we were 
going to roll back prices, but prices would not be rolled back to pre- 
Korean levels in most instances. I do not think I said that none would 
be rolled back to pre-Korean levels. but rather that prices generally 
would not be rolled back—that it was impossible to roll them all back 
to that level—but that there would be roll-backs in those instances 
where there was an excessive price or seemingly an excessive profit. 
May I submit the full text for the record here? 

(The matter referred to follows: ) 


Rapio ApprEss BY Eric JoHNSTON Marcu 9, 1951, CoLumBiaA BROADCASTING 
SysTEM 


It is now 7 weeks since the President and Mr. Wilson asked me to take the job 
of Economic Stabilization Administrator. 

I knew when I took the job, and I know better now, that this agency is closer 
to and will have more impact upon the people of the United States than almost 
any other single agency of Government. 

Why is this so? Because we deal with the prices of the things you buy and 
the wages that you receive. That is a deep responsibility. 

What is our job—the primary purpose of this agency? It is simply this: To 
protect your dollar, to stabilize its buying power, to preserve its worth. 

When prices skyrocket, wages must go up and when wages go up, things cost 
more to produce, and prices must skyrocket some more. I need not tell you what 
the erfd would be. So the aim of this agency is to try to stop the tragedy of 
inflation. 

These 7 weeks have been a period of moving into action in the fight against 
inflation. Results thus far are not spectacular. You and I know that cost 
rises haven’t been stopped, price rises haven’t been stopped, wage increases 
haven’t been stopped. 
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But the rate of the rise in prices has been slowed, and that’s the first victory 
in battling inflation. 

The results of the preparations that we have made, the controls that we have 
so far imposed, will be even more evident later as prices are held tighter and 
tighter in check. 

We will strive for effective means to hold the cost of living in line. That’s 
what we’re working for. 

In these 7 weeks, I’ve learned a great deal. One of the things I’ve learned is 
that I’ve a great deal more to learn. 

I’ve made mistakes—and believe me, I’ll make more of them. I know you'll 
bear with me. 

I’ve stepped on toes. I knew at the start I’d do that. But I’ll have to keep 
right on doing it because the job can’t be done without it. 

Our choice has been between making painful progress forward, step by step, 
or being frightened to a standstill by people who holler ‘‘Ouch.” 

i No matter what it takes, the job must be done. It’s being done. It will be 
one. 

That’s what I want to talk to you about tonight. And I want to answer some 
of your questions, questions that come to my office every day. In doing so, 
I hope I can, in some little way, clear away doubts or confusion that may be in 
—_— minds about the progress and the objectives of the program we have under- 
taken. 

You ask, ‘‘Why do we need controls?”’” The answer is hard and cold and clear. 
We need controls because a Communist army crossed a boundary in Korea—the 
thirty-eighth parallel. I don’t have to tell you about that. That single act of 
aggression finally and unmistakably revealed the plans of communism to test 
the free world’s will to defend itself anywhere. 

At that moment, the United States was producing almost to capacity in what 
you and I hoped would be a peacetime world—a world bolstered by our con- 
tributions to other free nations under the Marshall plan. That small puncture 
of the peace front in Korea was a signal to the entire free world to rearm to defend 
itself. This created an immediate overload on our economy. It meant we had 
to produce more for defense for ourselves and other free nations. It meant we 
had to keep on producing more in order to defend ourselves against aggressive 
communism. 

That’s why we have to have controls against inflation today. If you must 
blame someone for controls, blame every Communist everywhere. Don’t blame 
other Americans. 

Certain groups come to me and say the farmer doesn’t want to control inflation; 
the farmer cares only for high prices for what he sells. 

I don’t believe it. The farmer wants fair treatment and equal consideration 
with others. 

Certain groups come to me and say businessmen don’t want to control inflation; 
that they care only for larger profits. 

I don’t believe that. I think that industry, too, wants fair treatment and 
equal consideration. 

Certain groups come to me and say labor doesn’t want to control inflation; 
that they just want higher wages. 

I don’t believe that, either. Like the others, labor wants fair treatment and 
equal consideration. 

I want to say a further word about labor. Its representatives withdrew from 
the Wage Board because they did not agree with the formula for dealing with 
inequities that was adopted by a majority of the board. I don’t think that 
was the way to settle it—and I’ve told labor so. But the important thing now 
is to find a sensible and reasonable pattern that will enable a wage board con- 
sisting of labor, management, and public members to reassemble and function 
without interruption. For the past few days I have been meeting with repre- 
sentatives of labor and industry on this problem. I am encouraged by the 
prospect that we will find a fair and workable solution. 

I don’t believe the accusations against the businessman, or the farmer, or the 
worker because I believe they are all equally determined to do what is necessary 
to preserve a free America. What they seek is only what they consider to be 
fair treatment for themselves. 

What is this fair treatment? No one group is going to agree exactly with the 
others, or with me, on what is fair treatment for all. 

But there has to be an umpire. No umpire ever won a popularity contest, 
and neither will I. But being the umpire is my job, and I’m going to “call ’em 
like I see ’em.” 
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You ask, “What is the Economic Stabilization Agency trying to accomplish 
through price and wage controls?” The answer again is simple and clear. 

We’re trying to nail down the soundness and integrity of our dollar—the cash 
in our pockets and our purses, the dollars we’ve loaned to banks as saving, the 
dollars we’ve invested in defense bonds and the future of our homes and our 
children and our country and our form of self-government. 

That’s fine, you say. And then you ask, ‘““‘Why haven’t the price and wage 
freezes stayed frozen?’’ There’s no simple, clear answer to this. But I’d like 
to tell you what I think. 

We realized full well 6 weeks ago that immediate action was required to end 
the skyrocketing of prices and the inevitable chase of wages to catch up. We 
said, ‘‘We’ll act now by freezing everything across the board. We know some 
people will be squeezed. We know others will make extra profits. But we can 
correct inequities and catch the chiselers later.’ We had to start somewhere— 
and we did, 48 hours after I took the oath of office. 

Once the freeze went into effect, our first job was to equalize its burden. The 
mere accident of the date of the freeze hit some groups unfairly. They were en- 
titled to reasonable adjustments and they are getting them. 

What we are trying to do is to make the effect of the freeze the same for every- 
one. 

You ask, “But why haven’t you rolled back the prices of food and clothing— 
everything? Why haven’t meat prices been brought down?” 

Well, we could order a roll-back all along the line. Mr. DiSalle could issue an 
order tomorrow sharply rolling back the price of steak and hamburger. The 
order might also decree a sharp roll-back in the prices of suits and spring coats. 

If these orders went out, I’m sure that all of us who like steak, or need a new 
suit or new coat, would cheer the announcement. 

You’d cheer if the order didn’t threaten to destroy your business; or threaten 
you with the loss of your farm. You-might applaud that roll-back if it didn’t 
wipe out your job or cut your wage or salary back so far you couldn’t meet install- 
ments on your car or the mortgage payments on your home. 

Think about it that way. For that’s what could happen if we arbitrarily shoved 
down the price of meat or suits or anything else to last year’s figures when produc- 
tion costs—and wages—were lower too. 

Would you want us to do that? Would you want us to tailspin the economy 
in trying to stabilize it? 

You might still cheer a roll-back order such as that if you could really get the 
steak you like or the suit you want. But the chances are you couldn’t. 

They’d disappear from your butcher’s counter and from the racks in your 
clothing stores. You might find plenty of beef, yes. Plenty of beef in the black 

narket. You might find plenty of woolen goods, yes. Plenty of clothing under 

e counter. 

And all at fantastic bootleg prices. I don’t think you’d like that. 

But we are going to roll back some prices—prices that are out of line with costs 
or conceal excessive profits. We don’t intend to permit anyone to make a personal 
killing out of a publicemergency. I think we can all understand that we shouldn’t 
roll back prices just for the sake of a roll-back. 

Now, I want to talk about ways that you can help us—and protect yourself. 

There’s plenty of food in this country. There’s enough clothing material. 
There’s no occasion for fear buying. There’s no need to stockpile your pantry or 
your closet shelves. 

When you buy out of fear, you are buying trouble for vourself and for that 
neighbor and for your country, That’s what too many did in the months that 
followed Korea. Korea touched off a volley of scare-buying that shot prices up. 

And some of the people who raced to beat the gun are among the loudest ones 
today in complaining that Washington is not conrolling prices. 

So my suggestion to you all—to the housewife who is vexed by mounting prices— 
to the worker who is worried about the buying power of his wages—to the farmer 
who’s concerned over the shifting balance between the things he buys and those 
he sells; to the businessman confronted by rising costs—to you all, my suggestion 
is this: 

Buy only what you need—don’t buy ahead of your needs. 

Give yourself a huge helping of self-control today, and you will help us protect 
your dollar. You will help to fortify all the free world, vou will guard against 
shortages, and you will help maintain your standard of living. 

In this, my first report to you, I have tried to tell you of our objectives and 
purposes, of some of the things that we have done, and to answer some of your 
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questions. I shall talk with you frequently in the days ahead, for you are entitled 
to the facts. I intend you shall have them. 


Tonight, I have been speaking to you as a special pleader, not for agriculture, 
not for business, not for the hourly or the salaried worker. 

I am a special pleader—a special pleader for fair treatment, for reasonable 
dealing, for equal sharing of burdens, for everyone in our country. 

I am a special pleader for a sound dollar, for a dollar that’s not clipped and 
weakened by the ravages of inflation. 


I am a special pleader for a strong America, in a world that is free, in a world 
where men may lead decent and honorable lives, in safety and security and in 


ace. 

It is for all these things—for all the people—that I am a special pleader. It is 
for you that I am a special pleader in behalf of a stabilized economy. 

In our job, we will try to make the burden equal on every part of our population. 

But the plain truth—and we all know it well—is that the burden is not equal. 
One group is asked to give more than any other. 

here are no controls on dying in Korea. There is no parity on being wounded. 

There is no freeze for the mother who has lost her son. There is no escalator 
clause for the wife whose husband is at sea. There is no profit for the little girl 
who suddenly has no father. 


That is the background against which we, the civilians, fight in our own way 
against a problem not of our own making. 


We do not want the war in Korea to spread. We have had enough of death 
and battlegrounds, and broken and shattered lies. And to stop it, with the help 
of God, all of us together will gladly sacrifice what we have to. 

I have talked with many men these last busy 7 weeks—men from the mines, 
and men from the ranches, and men from the skyscrapers—and on this point, this 
deep significant point, they are in complete agreement. 

Because of this, and because we have made a start, I am encouraged. I hope 
that you are encouraged, too, and that your courage will see us through. 

The CuarrMan. At the very moment you made that speech, you 
and your associates were working on a roll-back order, were you not? 

Mr. Jounston. I was not—no—but Mr. DiSalle was. 

The CuarrmMan. Mr. DiSalle and his associates were preparing a 
roll-back order? 

Mr. Jounston. Yes; that is right. 

The CHarrMan. And you knew about it and later approved it? 

Mr. Jounston. That is right, I approved it. 

The Cuarrman. What we have been trying to ascertain is whethep 
or not these cattlemen were justified in the belief that there would be 
no roll-back; if they were warranted in believing that, it seems to me 
that this order would certainly be oppressive and probably they would 
be justified in their contention that it is confiscatory. 

Mr. Jounston. I do not think there was any reason for the cattle- 
men to feel that there would be no roll-back, Mr. Chairman. There 
was specific indication that there would be a roll-back, as a matter of 
fact, and I can remember specifically talking to some cattlemen in 
Mr. Jesse Tapp’s office one day when I specifically said that there 
probably would be a roll-back on cattle prices. 

Mr. Poace. Was that on the Friday evening before the roll-back 
was announced, or the Thursday evening before the roll-back was 
announced on Saturday? 

Mr. Jonnston. I cannot remember the exact day. 

Mr. Poacr. We had some testimony here that you were the first 
man that told the cattlemen that there would be a roll-back, and that 
you told them on Thursday evening and the roll-back was announced, 
I believe, on Saturday morning. 

The Cuarrman. Mr. Tapp arrived in Washington from California 
after the order had already been printed and never had an opportunity 
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to advise with you until after the order had been issued and was in.the 
process of being printed for distribution. 

Mr. Jounston. I cannot tell you the exact timing of that, Mr. 
Chairman. I know that the order was printed long before it was 
approved. I cannot tell you the exact date, but I do know that I had 
a conversation in Mr. Tapp’s office with some cattlemen and I specif- 
ically said there would be a roll-back—that there was a question of 
how much and what kind, and so forth, which had not been decided, 
but that there would be a roll-back. 

The CuarrMAn. When you made the speech on March 9, you do 
not tell us that you did not know that Mr. DiSalle was preparing a 
roll-back order, do you? 

Mr. Jounston. No; I did not say that I did not know there was an 
order under consideration. 

The Cuarrman. If on March 9 you felt and believed that a roll-back 
order would result in the disappearance of beef from the counter and 
would result in black-market operations and in fantastic bootleg 
prices, do you not still entertain that same belief, and do you not 
believe now that it would still have that ill effect? 

Mr. Jounstron. Well, that is a very moot question, of course, 
gentlemen, I believe that, in all honesty, no one can answer that 
question definitely. Time is the only thing that will give the correct 
answer. 

Indications that we have received thus far are that the present roll- 
back has been well received, that it has resulted in orderly 

The CHarrMAN. You have not got the import of my question. 
My question was, if you believed on March 9 that a roll-back order 
would force meat into the black market, why do you not still believe 
that today? 

Mr. Jonnston. I think an excessive roll-back would. 

The CuarrmMan. Do you not contend, do you not: believe that 
when you rolled back the prices within 1 percent of the June 1950, 
figure, you were rolling back prices into last year? 

Mr. Jounston. Mr. Chairman, considering the base period of 
January 1950, which is used in wage control and considering the 
tremendous rise in beef prices since that period—— 

The CHarrMAN. You knew that on March 9. 

Mr. Jonnstron. Certainly I knew on March 9 that beef prices were 
very high. I do not know, however, that I knew on March 9, all of the 
facts and figures, Mr. Chairman, which would bear on the feasibility 
of a roll-back. 

The CHarrman. I do not think you did, either. I do not think Mr. 
DiSalle knew all of the facts and figures. 

Mr. Jonnston. I do not think, probably, that any of us know 
them even yet, but I do know this, that meat, of course, is a very 
delicate wnt tl as you know. I understand that Mr. DiSalle had a 
meeting with all elements of the industry before I took this job. I 
am not sure whether the meeting was in December 1950, or the early 
part of January of this year, but, in any event, I have understood 
from him that all elements of the industry were present—the growers, 
the feeders, the wholesalers, the slaughterers, the retailers, were all 
present in goodly numbers—and that every one at that meeting 
said, “Do not do anything with meat. We will see that meat prices 
are kept under control. We will see that there is no rise in meat. 
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Now just let the matter go and let us take care of it and, on a voluntary 
basis, we will see that the meat situation is held.” 

Was it held? Not at all. As a matter of fact, it rose precipitously 
from that time up until March. It rose so precipitously, as a matter 
of fact, that something had to be done about it. 

Now I assume that Mr. DiSalle and the others in ESA and OPA 
were convinced at that time that those who were present at that 
meeting would see to it that meat prices were held in line. But cattle 
prices were not held in line at all. 

We might go back to them and ask them the same questions, Mr. 
Chairman, that you have asked me. I think this gentleman wants to 
ask me a question. 

Mr. Horr. Mr. Johnston, you brought up a point that I think is 
well worth going into, that is, you talk about the precipitous rise of 
meat prices during that period. There was a rather rapid rise, but the 
fact is that even after this rise’ reached its peak, meat prices in 
— to parity were not as high as they had been at some previous 
periods. 

I am reading now from a statement which the Secretary of Agricul- 
ture made to the committee earlier this week. For instance, in 1948, 
beef prices were 167 percent of parity. As I interpret these figures, 
that is the average for the year. I am talking about live animals now. 

Hogs were 129 percent of parity. Lamb prices were 156 percent of 
parity. 

In 1947, the previous year, cattle prices were 148 percent of 
parity. Hog prices were 145 percent of parity. Lamb prices were 
152 percent of parity. 

And in 1949 cattle prices were 152 percent of parity. Hog prices 
were 104 percent of parity, and lamb prices 159 percent. 

It is contended that because cattle prices got up to 152 percent of 
parity and that hog prices got up in February to 105 percent of 
parity—they have since gone down below parity, and lamb prices were 
156 percent of parity, that we were facing a crisis here and had to have 
ceilings on meat animals. 

I am wondering why, in view of the fact that the over-all price of 
meat animals is lower now and has been lower all this year—when you 
take into consideration the and cattle and lambs—than it was in 
the year 1947 or the year 1948 and some parts of 1949, that we have to 
have ceilings now when we apparently did not have to have ceilings 
then. ' 

Mr. Jounstron. Of course, you had no price controls then. You do 
have themnow. You have the problem of bringing the whole economy 
into balance. We must attempt to bring it in balance, Mr. Chairman. 

I want to tell you that to try to do this, is not an easy job. And, 
obviously, you please no one in the process. You know that as well 
as I do. 

The very things that you are telling me about beef, I have already 
gone through with cotton, I have gone through with manufactured 
products, and I am now in the process of going through with labor on 
wages. No group feels that it is equitably or fairly treated. 

When you talk about the manufacturer’s basic formula, the manu- 
facturers bitterly complain because they will not be able to make as 
much as they made previously. And everyone wants to use the 
high-water mark as par for the course. 
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Now we just cannot have the high-water mark stand as par for the 
course and still stabilize anything. 

If you gentlemen do not want a stable economy it is perfectly all 
right with me. I am simply trying to carry out your wishes. It is 
perfectly all right with me not to do it. Only I can assure you, as 
you gentlemen well know, that prices will soar —and soar materially — 
in the things which the Governme nt buys and the things which people 
buy. And meat is one of those items. It is a very important item. 
It represents a very important figure in the cost of living—one of the 
most important figures, as you know. 

Now I do not need to go into the details. I do not mean to make 
a speech to you gentlemen, but I simply want to point out to you 
some of the problems that we have in this whole stabilization picture. 

You know of the increases in the prices of things which the 
Defense Department has had to buy. They have soared materially 
since Korea. And I do not think you and the Congress can pass tax 
laws fast enough to balance the budget—or anywhere near balance 
the budget- —unless we can begin to hold this whole price structure in 
line. 

Mr. ABERNETHY. What consideration have you given to rolling 
back the prices of materials that the Defense Department has to buy? 

Mr. Jonnston. We have given a lot of consideration to it. 

Mr. ABERNETHY. What action have you taken? 

Mr. Jonnston. We have taken a great deal of action. I will go 
into some detail with you if you wish. 

Take, for instance, tin. We have to stockpile that. Tin rose 
before Korea from around eighty-odd cents to around a little less than 
$2 a pound. We recommended that the Government not stockpile 
more tin, even though from a defense standpoint we should stockpile 
it. We recommended a halt on purchases so as to bring the price 
down. 

We also suggested that the Government buy all of the fin through 
central purchasing so as to try to stabilize the price of tin for the 
users in America. 

We have since brought the price down from a little less than $2 a 
pound to around $1.40 a pound. That is a material cut-back. 

It is a more material cut-back, as a matter of fact, than we are 
talking about in beef, even considering the ultimate roll-back in beef. 

Now take wool. We import about 70 percent of our wool from 
abroad. We have taken action on that. 

We have taken action on a number of imported commodities of that 
nature. 

On manufactured prniiacte: as you know, we have attempted to 
roll back prices. 

Take hides. We import a lot of hides from abroad. We have 
rolled back the price of hides, and the people who had hides or who 
had bought hides complained to high heaven that they were ruined 
by the roll-back in the price of hides. And yet, gentlemen, the price 
of shoes which the military is buying has gone up from $5.92, at the 
time of Korea, to $10.71. 

Mr. Poagcre. How much was the price of the hides that went into 
that, even at the present high prices—how much hide is in that $10 
pair of shoes? 

Mr. Jounston. I cannot answer that technical question. 
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Mr. ABERNETHY. Do not put it all on the hide. 

Mr. Jonnston. I am not doing that. 

Mr. Poace. You know there is not more than 10 or 15 percent of 
hide in that pair of shoes. 

Mr. Jonnston. I do not know that. 

Mr. Poace. You should know something about how much there is. 

Mr. Jounston. Only 10 or 15 cents of hide in a pair of shoes—10 
or 15 cents? 

Mr. Poace. That is what I am talking about. That is where he 
rolled it back. That is where he left them. He rolled hides back at 
the farm price. It is the farmer who loses. It is the same man that 
is taking the loss on the hide that is growing the beef, the same man, 
and you rolled him back. 

How many shoes will you cut out of a hide? 

Mr. Jounston. I cannot answer you that. I do not know. 

Mr. Hope. I would like to get back on this point, because I do not 
know whether anyone agrees with me or not. I think there has been 
a lot of nonsense and hy steria about the high cost of beef being a 
factor in this inflationary set-up. I want to pursue the matter just a 
little further. 

I want to say, Mr. Johnston, that I am certainly aware of the 
difficulties of the job > you have. 

Mr. Jounston. I know that, Mr. Hope. 

Mr. Hope. I am not discounting that at all. We may disagree 
about different phases of policy, but I think you are doing a good job. 
I do feel, however, that as far as the matter of beef is concerned, 
it has been sort of taken as a horrible example that is entirely out of 
line with the over-all situation. I do not think it deserves to be set 
up here as such a horrible example when you consider all of the facts 
in connection with the matter. And I am talking about meat prices 
over-all as, well as beef prices, but I just want to call your attention 
to some other figures which were recently submitted by the Secretary 
of Agriculture in the course of his appearance before this committee 
in which he pointed out specifically that meat prices as of February 
1951—those are the latest figures he had at that time and they have 
not gone up much since then—are not out of line with any representa- 
tive period in the past. 

For instance, that is as compared with the buying power of the 
factory worker. In 1914, a factory worker with 1 hour of work could 
buy eight-tenths of a pound of round steak. 

Mr. Jonnston. What year was that? 

Mr. Hope. 1914. 

In 1919 he would get one pound and two-tenths of round steak for 
an hour’s work. 

In 1929 he would get the same. 

In 1939 he could get one pound and eight-tenths as for 1 hour’s 
work. 

In 1949 he could get 1.6 pounds. 

And in February 1951, in spite of all the talk about inflation, he 
could still get 1.5 pounds of round steak for an hour’s work. 

When you go to pork chops, the figures are even more favorable from 
the standpoint of the purchasing power of an hour’s labor. 

Back in 1914, a man could get a pound of pork chops for an hour’s 
work. 
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In 1951, he could get, in February, 2 pounds of pork chops for an 
hour’s work. And that is the highest he could get for any of these 
dates that the Secretary furnished us except in 1939 when he could get 
2.1 pounds of pork chops for an hour’s labor. 

The figures on bacon are even more impressive from the standpomt 
of the purchasing power now of an hour’s factory labor, because in 
February 1951, he could purchase 2.3 pounds of sliced bacon, whereas 
in 1914 he could only purchase eight-tenths of 1 pound with an hour’s 
factory labor. 

And at no time in the years covered by these figures could he pur- 
chase as much as he could have purchased in February 1951. And 
the Secretary estimated as to butter and cheese and milk. We are 
getting a little far afield in that, but Mr. Hill comes from Colorado 
where they raise a few potatoes, and he wants me to call attention to 
the fact that in February of 1951 he could buy 36 pounds of potatoes 
for an hour’s work, and he could only buy 12 pounds back in 1914. 
So potatoes are a real bargain. 

However, in the light of these figures 1 am wondering why it is there 
is so much attention being given to meat prices and why of all of the 
commodities, that is found necessary to roll back meat prices, just as. 
far as the law allows, because you could not roll them any further 
back than May-June figures—that is about where they have been 
rolled back or to will be when this series of roll-backs is completed— 
I would like to have your comment as to why it is necessary to make 
such a point of meat prices. 

Mr. Jounston. I am delighted to make a comment on that. I am 
familiar with the figures that you have read. They are the Secretary 
of Agriculture’s figures. I am all for them, because that shows a 
higher standard of living for the American people from 1914 to date. 

The American worker has materially benefited and that is America. 
We must continue that process of achieving a higher standard of 
living in America, because that is our system. 

At the same time that the American worker has benefited, the 
American farmer has also benefited. I can remember working on a 
farm as a small boy in the harvesting of wheat and I can remember 
that I got $2 a day in harvesting wheat, as a young kid out in eastern 
Washington. I know what the man gets today for harvesting wheat. 

In those days the farmer used a coal-oil lamp and now he has elec- 
tricity. He never heard of a telephone then, and now he has one. I 
am all for that, too. In other words, all segments of our economy, 
Mr. Hope, have been benefited, as well as the American laboring 
man—the American farmer, the American businessman—all segments 
of our economy have gone up together, and I am for that. And I 
think we should continue that, Mr. Hope. 

We are now undergoing a relatively short period of a couple of years 
during which nobody should be enabled to get advantages over other 
groups; that is, if we are going to stabilize this economy. 

Let me tell you of some of the problems—what I go through. Not 
long ago I sat in a meeting with the Secretary of Agriculture and the 
Secretary of Commerce and the Secretary of Labor and the Chairman 
of the Federal Reserve Board, and a few others, and each one of those 
gentlemen told me in effect—this is not exactly what they said, but 
they all told me in effect—‘Do not touch agricultural prices, because 
they are not too high. Do not touch business profits because really 
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they are not too high. Do not touch wages because wages are not too 
high.”” And “Do not touch interest rates, because interest rates are 
not too high.”’ And so forth, and so on. 

And I had to tell those gentlemen that we are going to have to step 
on all of their toes—not just on one of their toes. We are going to 
have to step on all of them. I told them that they are going to have 
to help me do it—that I could not do the job alone. 

And I say to you gentlemen, you are representing agriculture, as is 
the Secretary of Agriculture. I thoroughly understand your point of 
view, and I admire you for it. 

The CuarrmMan. May I interrupt there to ask one question. After 
this roll-back order on beef prices was issued, a wage increase in the 
wages of the workers in the packing plants has been approved. And 
now the answer we want to know is whether this order was issued in 
contemplation of an increase in wages, or will it be necessary to change 
the order so as to compensate for the increase in wages, or will the 
packers be forced to absorb the increase in wages? 

If the packer is forced to abosrb the increase.in the wages, then it 
seems to me that you have nullified the effect of the roll-back. 

Mr. Jounston. Well, of course, prices and wages are not exactly 
related in this particular case, any more than parity and escalator 
clause are related. They are both symbols, but they are not exactly 
related. 

In this particular wage case—and I am delighted that you have 
asked me the question—management and labor agreed on a wage in- 
crease that broke the ceiling formula. 

I appointed a fact-finding board in Chicago headed by Dr. Edwin 
E. Witte, an eminent gentleman in the field of labor-management rela- 
tions, to make a study of the case and to report the facts to me. 

This committee met and studied the situation for some time, and 
did report tome. And although I did not ask them for a recommenda- 
tion, I could read in-between every line of their report a recom- 
mendation that the wage increase be granted. As a matter of fact, the 
chairman came and personally tried to tell me that it should be 
granted. I did not grant it, however. 

I referred the matter to the reconstituted Wage Stabilization Board. 
The Wage Stabilization Board heard the matter and reported by an 
8 to 4 decision—a majority decision—in favor of the increase. 

They favored it under the law which says that hardship and inequity 
cases must be taken care of. 

That is in the Defense Production Act of 1950. 

They approved the increase under that act, thinking that there 
were inequities in this particular case; in other words, the assumption 
would be, therefore, Mr. Chairman, that wages were too low in this 
particular industry. 

Now whether that will eventually reflect itself in a price increase, I 
cannot answer you. I do not know the facts. 

Certainly, it should not result in a price increase if the packers can 
absorb the wage increase. I cannot answer you on that because I do 
not know the facts; at least, there has been no request for a price 
increase as a result of the wage decision. 

The CuHarrMAN. Your statement leads me to believe that you would 
be inclined to relieve a situation which was resulting in a hardship to 
one segment; is that right? 
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Mr. Jounston. There is no question about that. 
The CHarrMANn. The law requires that, if I understand you. 

Mr. Jounston. | will anticipate your question and answer the next 
one. 

The CHarrRMAN. Just a minute. Mr. DiSalle indicated when he 
was before the committee that he, too, would be impressed with the 
desirability of relieving hardship cases. 

Mr. Jounston. Right, sir. 

The CHatrMAN: Here is some of the language of the law: 


Such ceiling will be generally fair and equitable to sellers and buyers of such 


materials or services and to sellers and buyers of related or competitive materials 
or services. 


And then over on the next page the President: 


In establishing and adjusting ceilings with respect to materials and to services 
and to stabilizing and adjusting wages, salaries, and other compensation shall 
make such adjustments as he deems necessary to prevent or correct hardships or 
inequities. 

Now if the evidence before this committee satisfies you that some 
of the feeders or cattlemen will be forced out of business and will 
have their profits confiscated and be forced, perhaps, to go into 
bankruptcy by reason of this order, would you be inclined to try to 
do something to correct that situation? 

Mr. Jonnston. Mr. Chairman, if there are genuine proven cases— 
if there are genuine proven facts of hardship and inequity—they 
should be corrected, and I would be the first to so recommend. 

There is nothing that we do which is sacrosanct. There is nothing 
that is final. We recognize that a stable economy is not a static 
economy—that you are constantly making adjustments in it. That 
is what stability means. It means adjusting things within balance 
with other segments of the economy. 

And I do not want any of you gentlemen to think that any order 
which is issued by OPS or by the Wage Stabilization Board or by any 
other department that I have anything to do with is completely static 
and is sacrosanct. It certainly is not. 

The CHarrMan. I want to ask you the same question I asked of 
Mr. DiSalle: How could you relieve an individual hardship which 
was occasioned by the issuance of these orders? It seems to me that 
you would have to do it across the board, by an adjustment in the 
provisions of the order so as to permit margins of profit which would 
enable the person to stay in business. I am not saying that this 
evidence that we have adduced during these hearings is in all respects 
accurate, but I cannot possibly believe that all of these cattlemen 
have padded their figures and have presented false or fallacious 
figures and circumstances to the committee. ‘If the committee con- 
cludes after these lengthy hearings that certain hardships and inequities 
exist, and if we conclude that it might be necessary or desirable to 
rescind these two additional orders, to restore an equitable situation 
and relationship, would you and your associates be inclined to review 
the entire matter in the light of that testimony? 

Mr. Jounston. Mr. Chairman, we will review the entire matter 
anytime we think there is a hardship. And, also, under the existing 
law—lI just asked my chief legal counsel here—under the existing 
regulation they can apply for relief if there is hardship or inequity. 
That is the law. Relief can be granted. 
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We want, Mr. Chairman, to be of help, But so many people cry 
before they are hurt. And in this job—if you had it for 24 hours—you 
would hear the shrieks that go up from people who are not hurt, but 
who think they are going to be hurt at some future time. 

We cannot go on-that, Mr. Chairman. I want to give you an 
illustration, if 1 may. 

Not long ago the presidents of the six leading companies in a par- 
ticular industry came in to see me. They were just breathing fire, 
brimstone, and flames. They said we were going to ruin that ms Serva 
under an order which we had issued. 

Well now, we got the facts and figures on this industry. We found 
that in the first quarter of this year they were in excess profits—way 
up in excess profits. I do not mean slightly up, but way up in ex- 
cess profits. 

They finally admitted that. 

They admitted that in the second quarter of this year thus far the 
are also in excess profits, but they said that in the third and fourt 
quarter of this year they would lose money; therefore, they wanted the 
order rescinded. 

Now, gentlemen, we just cannot go on that, because everybody 
anticipates something. - 

The labor people were in to see me, and are all of the time. They 
want to get a wage rate which anticipates an increase in the cost of 
living at some future date. 

Gentlemen, we cannot do that. 

All I am saying to you is that if these orders are inequitable or cause 
hardship, of course, they must be changed, but I see nothing at the 
moment that convinces me of that. 

The CHarrMANn. You do not see anything at the moment because 
you have not heard the evidence that was presented to this committee, 
neither has Mr. DiSalle. In that connection these beef cattlemen 
came into this room and told us that this was the first forum which 
had been provided for them in which they could present their facts 
and figures; that they were never accorded an opportunity to present 
their books and records and prices and figures to Mr. DiSalle; that 
they advised Mr. DiSalle against the issuance of these orders, but 
that their advice was completely ignored. 

Now, that is the reason we are having these hearings, to see if we 
can get at the truth about the effect or possible effect of these orders. 
And with the evidence that we have here now before the committee 
I think that the Members of Congress can vote with a greater degree 
of intelligence than they could have otherwise, because, frankly, we 
were in the dark until we started the hearings. 

Mr. Jounsron. As far as I recall there has been no cattleman, to 
my knowledge, who has come in to see me since this order was put 
into effect. There has not been anyone in to ask me to review the 
matter, or to say that they had a hardship, to my knowledge. 

Now, if there was this terrific hardship on the part of the cattle 
people, and if they were in such dire distress, would you not think 
they would come around to my office and ask me something about it? 

Mr. Aserneruy. The Secretary has already reported that those 
who bought since January are suffering a hardship. 

Mr. Jounston. I am the one to give them relief or to request Mr. 
DiSalle to do so. Now is it not a fact, gentlemen, if you answer this 
question—— 
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Mr. Aspernetuy. Mr. DiSalle has not indicated that he would do 
so, even though the Secretary stated what he did. 

Mr. Jounston. He wants to see the facts. We do not want to 
act on theory. Is it not a fact—I wish you would answer me this 
question—is not the real truth of the matter that the cattlemen do 
not want any controls? 

The CuarrMan. That is right. 

Mr. Poaacer. Certainly. 

The CuarrmMan. They do not want any controls. 

Mr. Jounston. Of any form, shape, or variety? 

Mr. Hors. They do not, nobody wants them. 

Mr. Jonnston. You are absolutely right. Nobody wants controls, 
except on the other guy. 

The CHAIRMAN. Something strange about this is that you and 
your associates contend that this first roll-back was in the interest 
of the packers and the processors, and the handlers, and we have not 
had a single packer or processor or handler who has been before this 
committee who is in favor of this order, although it was issued for the 
one purpose of restoring his margins. That seems rather strange. 

If you are going to take $700,000,000 out of the pockets of the 
producers and give it to the processors and the handlers and the 
packers, it seems to me that they would be a little bit grateful for that 
gift or contribution which has resulted from the order. 

Mr. Jounston. I guess I have talked to the wrong people, because 
they have been in to see me and have said how grateful they were. 

The CHarrMAN. We had a man on the stand yesterday who repre- 
sented 100 organizations and he said that not one of them had asked 
for a roll-back order and not one of them favored a roll-back order. 

Mr. Jonnston. They have been in to see me and requested it. 

Mr. Horn. Getting back, Mr. Johnston, to the question which I 
asked which in effect was, why were beef and cattle selected here as, 
apparently, a particular example of inflation and penalized to the 
extent they have been in the face of the fact that beef prices and meat 
prices, particularly, are not out of line according to the figures as we 
relate them to the past. I think there is, certainly, no justification for 
all of the emphasis that has been placed upon meat and beef prices. 
I agree with everything you said in answer to that question.: Still do 
you not think that an undue amount of emphasis has been placed 
upon this meat situation? 

Mr. Jounston. Well, I am sorry you feel that way. I can well 
understand why you would, Mr. Hope. 

It is not our desire to place undue emphasis on it. It is an out- 
standing item in the cost of living. It is an item that has risen 
materially, even since the price freeze, and it has been picked out by 
Mr. DiSalle’s organization for a roll-back—a roll-back which, as I 
have told you, I did not initiate, but a roll-back which I have approved 
and which Mr. Wilson has approved. 

All I can say to you is that there is nothing sacrosanct about the 
order, as I have said before, and if it causes hardship or inequity or 
does not produce results, it should be changed. But we have no 
evidence up to this time that such is true. 

Mr. Hope. I take it from what you say that you do not think then 
that meat has been given any different treatment than other com- 
modities? 

84040—51——30 
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Mr. Jounston. I think you must realize that beef is one of the few 
controllable agricultural products of major importance which are 
materially out of line. Lambs are, but I do not believe lamb is as 
important a factor in the cost of living as is beef. 

The other agricultural items, in the main, are as you know, below 
parity. And they have had, in the main, very little rise in the last 
few months. Some have gone up slightly, some have gone down 
slightly, but the variation has not been great, in the major food items. 
It has been rather great in beef. 

Mr. Hope. I am glad to have your viewpoint on that. I am not 
going to argue the question with you, but I wanted to get your 
viewpoint on that particular subject. 

Mr. Jounston. Well, gentlemen, may I just say this to you: I 
appreciate coming before you. I want your advice and counsel. 
This job cannot be done without the advice and counsel of a lot of 
people. And you gentlemen are experts in this field. I am a rank 
amateur, I must confess that to you. All I am saying to you gentle- 
men is that personally we have not had the beef people coming in— 
the meat raisers, livestock raisers—and complaining. They come to 
you and complain, surely, because they do not want any controls at all. 

Prior to any roll-back on prices the meat people came in to me 
and told me very emphatically that they did not want any controls 
on anything. They thought it was a great mistake. 

The manufacturers come in and tell me they do not want any 
controls on anything. 

Others come in and tell me that. 

If we decontrolled everything that people said they do not want 
controlled, we would have nothing under control at all. And we 
would have no stabilization. 

It has been the consistent argument of the livestock people to me, 
not that they could not make money at prices of 125 or 135 percent 
of parity, but that they did not want any controls at all. 

If you gentlemen, in your wisdom, decide that you do not want 
any controls, that is one thing; but as long as you give me the job 
to try to bring these things into balance, I am going to do so to the 
best of my ability and I am not going to follow the advice of people 
simply because they do not want controls. 

The law of the land is that we shall have them. And I will, to the 
best of my ability, try to administer them. 

If the beef people really feel about this as they have indicated to 
you, they ought to come in and talk to me, and squawk to me. 

Mr. Hope. Of course, I am sure they would be glad to accept that 
as an invitation, but I think they felt that there was no possibility of 
getting any change, because Mr. DiSalle has said the order would 
not be changed. The President has said the order would not be 
changed. And I do not think they feel there is any hope of getting 
it changed except by legislative means. 

Mr. Jonnston. Well, you know, Mr. Hope, one man who can change 
it is the fellow who has never said that. I am that fellow. 

Mr. Hope. That is a ray of hope that we have not had before. 

Mr. Jounston. We have got to have proof on these things. And 
you do not have proof by anticipation. 

Mr. Hope. [agree with you. I think that if there is any contention 
here that anybody has been hurt, they should furnish you proof of 
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that before you are obliged to consider it. I agree 100 percent with 
that. 

The committee has been furnished with some proof of costs on the 
part of the farmers. We have some very good figures from them. 
And the Secretary of Agriclture has submitted figures here which show 
that those feeders, particularly, who purchased cattle between January 
and the time the order went into effect are almost certain to suffer a 
loss in some cases under the first order; in more cases under the second 
order; and in still more cases under the third roll-back order, but 
they did not furnish any figures on the third roll-back because they do 
not even know what it is going to be. There can be no denial, | am 
sure no one denies that the feeders who have made investment in 
cattle during this period I have mentioned are going to suffer a capital 
loss. It just cannot be avoided, because the price roll-back is so 
great that there is no way that they can come out, I do not care how 
good they are, how skillful they are, they cannot come out. And, of 
course, that is the point that is complained about particularly. 

I think if you had put a ceiling on cattle in January, the cattlemen 
would have said, this will be hard to work under and while we do not 
think it will do the job and give more meat, they would still have felt 
they had been treated fairly. There is a very distinct—— 

Mr. Jonnston. May I interrupt you just a minute? You know 
why the controls were not put on cattle in January, do you not—why 
it was not frozen there? 

Mr. Hope. Mr. Erikson has been before the committee and explained 
his viewpoint on that as to why they were not put on, and I realize 
the difficulties of working out orders and that sort of thing, but, 
nevertheless, if there had been an intimation—I think Mr. Erikson 
said there as an intimation—but, certainly, nothing more than 
an intimation—if there had been a statement at that time that live- 
animal prices might be rolled back to the January figures, then I 
am sure that everybody could have anticipated that and felt there was 
no element of unfairness. 

There were statements made later by Mr. Erikson and others in the 
organization indicating that prices might be rolled back, probably 
would be rolled back—let us put it that way—but in every case, and 
I am speaking from personal experience and telephone conversations 
with Mr. Erikson and others in the office—those who inquired were 
told that if there was a roll-back it would net go back of the January 
prices. Now when the order comes out everybody was amazed; I 
think every member of this committee was amazed; I think everyone in 
the cattle industry was amazed to find not only it went back to January 
but it went back to June 1950, so far as its practical effect is concerned, 
and that is the situation which has brought about a feeling on the part 
of the cattle industry and all of us who are interested in the agricultural 
activities of this country, that there has been an element of unfairness 
in the way this has been handled. And I believe there is some justi- 
fication for that feeling. 

You might not agree with that. 

Mr. Jounston. No. I do not disagree with that. I can under- 
stand the cattleman’s position on the problem. I think I can. 

Again, all I can say is that we are trying to bring these things into 
proper balance. If they.are not in balance, we must try to be fair 
about them. 
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You have read from Secretary Brannan’s statement. Let me read 
from it on page 15: 

In view of the mutual stake of farmers, consumers, labor, and business in econ- 
omic stabilization, I believe we should give the price orders a fair chance to work, 
or those who now complain should come forward with a better plan. 

Mr. Poager. May I read from Secretary Brannan’s statement on 
. page 12. He says: 

Feeders who bought stock at the high prices of February through April will be 
lucky to break even under the June ceilings and many of those who sell under the 
August ceiling will probably lose money. 

And then his statement substantiates that, because table 12 shows 
that on the average those who bought feeders from January through 
April and paid the average price for them will lose $13.77 a hundred. 

Mr. Jounston. A hundred? 

Mr. Poage. $13.77 per animal for all those that they feed out. 
And his table 14 shows that there were 334,760 of such animals bought 
on 5 markets alone. So it is not an inconsiderable amount that Mr. 
Brannan says are going to result in a loss if you figure those 334,760 
multiplied by $13.77. You will get something of the idea of the loss 
that the Secretary of Agriculture tells us is going to happen without 
and October roll-back. 

Mr. Jounston. Does that include the August roll-back? 

Mr. Poage. That included the August roll-back. He said that 
those who sold in June would have a hard time breaking even. That 
included only the present roll-back. And those who sold after the 
August roll-back would, probably, lose money. Then his figures 
show what they will lose $13.77. 

Mr. Jounston. This is a highly complex problem, as you know. 
People who have been in it all of their lives disagree about it. I am 
certainly an amateur at it. I know very little about it. 

The only two meat people I have seen since the order was put into 
effect have been feeders, and they come in voluntarily to see me at 
different times. I did not see them together. And they both said 
that they welcomed the other and thought it was a good thing. 

Those are the only two people who have been in to see me, and they 
gave me reasons which are highly complex reasons why they thought 
it was a good thing. 

They both happened to be feeders in the Middle West. I do not 
know all of the technical aspects of it. But, certainly, it should be 
gone into with great detail. There is no argument about that. 

Mr. Hope. I am, certainly, glad to have your statement on that. 
Of course, I know that when and if these matters are presented to you 
they will be gone into in detail and in a spirit of fairness. I am sure 
that is all anyone could ask. 

I might say here that the thing about this whole matter that has 
disturbed me as much as anything else—and I say that as a result of 
Mr. DiSalle’s statement before the committee—is, the apparent 
casualness with which this whole subject has been approached We 
asked Mr. DiSalle repeatedly for figures and for the information 
upon which he based his order, and he has not been able to supply 
us with anything except just a single sheet of paper on which there 
were some figures relating to cattle production in 1947 in the inter- 
mountain region which is a little area comprising parts of five Moun- 
tain States. , 
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All Mr. DiSalle has submitted to the committee for the basis of 
his action was this little statement on one sheet of paper, plus a news- 
paper story written by Mr. John W. Ball, of the Washington Post, 
to the effect that cattle feeders were making $100 a head on cattle 
and while we all read Mr. Ball and like him, we do not think that 
article is the best evidence on the subject of how much the average 
cattle feeder is making or what cattle prices are or how the cattle 
prices and cattle operations are with respect to profit and loss. 

I have one more question and then I am going to conclude. The 
question is, whether vou think that this order will have the effect of 
increasing or reducing the supply of beef to the consumer. 

Mr. Jonnston. Very honestly and frankly, I do not know. The 
economists in our own organization disagree as to whether it will or 
whether it will not. There is no unanimity of opinion in this field. 
I cannot answer you definitely. 

There are some who feel that it will result in a shortage. There 
are those who feel that it will not. 

Again, all I can say to you gentlemen is that we have to keep 
figures and accurate records and watch the thing very, very closely. 
I wish I could answer you, Mr. Hope, but I cannot. 

Mr. Hope. I appreciate the difficulty of the question. Of course, 
I know there may be a difference of opinion on it, although I think 
most of the people in the industry are of the same opinion, and that is, 
that this roli-back will result in a decrease in production. If it does, 
you realize that will complicate the problem, I am sure, because the 
complaint now is that there is not enough beef. And by reason of the 
fact that there is not enough, the price is high. And if the result of 
this action is further to reduce the supply of beef, then the people who 
want to buy it on the market, and cannot buy it because it is too high, 
will find still less on the market, as a result of this order. 

That, of course, is not going to be satisfactory for anyone. 

Mr. Jonnston. That is absolutely right, Mr. Hope. And that is 
a matter that, as I say, the experts in our own organization disagree 
about, and on which the Secretary of Agriculture has one point of 
view, and on which some in Mr. DiSalle’s office have another. 

There is not any unanimity of opinion on it. 

There are several factors to take into consideration in weighing 
whether you should have roll-backs on beef. There are many eco- 
nomic factors involved that have not been brought out by you thus 
far, with which I am sure you are familiar. 

All of those factors were weighed and carefully discussed, when the 
order was first given to me. 

We went over it and over it—our office did and the economists in 
our office did. I discussed it with the Secretary of Agriculture on a 
number of occasions. 

I suggested that the President of the United States take no action 
of any kind on the matter, even though we thought he should approve 
a matter of this importance, until he had had an opportunity to talk 
to the Secretary of Agriculture. I wanted him to have the Secretary 
of Agriculture’s point of view. 

And when you say this has been gone into lightly I am amazed, 
because in our office, the ESA office—I do not know anything about 
Mr. DiSalle’s office—but in our office we went into it with a great 
deal of care, weighing the various economic and political factors 
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involved, because there are political factors involved in this, as well 
as economics—this is an ideology as well as a food—it is an ideology 
with the fellows who raise it—and all of these things were taken into 
consideration over a period of not just a few hours, but of more than 
a week. In fact, I think that we devoted almost 2 weeks to this. 
So I do not want to leave you with the impression that our office, 
the ESA office, just lightly glossed this over and said, ‘““We will put 
this into effect.” We did not. We gave more time and more atten- 
tion, Mr. Hope, to this one particular problem than we have given, 
I think, to almost any two or three other problems combined that 
have faced us. We were aware of its complexity. 

Mr. Hope. I am certainly glad to have that assurance, because I 
believe I am safe in saying that no member of the committee here 
felt after Mr. DiSalle’s statement that it was given any consideration 
whatever. 

If you were to review Mr. DiSalle’s testimony before the committee 
you could only reach the same conclusion. 

I am glad to know that it has been given more consideration in 
your office than Mr. DiSalle indicated it had been given in his office, 
because it was a very disturbing thing, I think, to all of us when 
we found from Mr. DiSalle’s own statements that this thing was just 
practically pulled out of the air, according to his description of it. 

Mr. Jounston. I cannot answer you on what happened there. 
OPS is an operating agency. It is my job to coordinate their work 
with others, in order to try to stabilize the economy generally. 

As you know, OPS is relatively a semi-independent operating 
agency. I cannot tell you exactly what went on there, but I was 
informed that they had given it a great deal of thought and time. 
I do know that in our organization it was given a great deal of thought 
and time. 

The Secretary of Agriculture can verify this. He can tell you that 
I went to the President and told him to hear the Secretary of Agri- 
culture before he made up his mind on this subject. 

There has been no desire on the part of anyone, Mr. Hope, to rush 
this through pell-mell without consideration. I think that on a 
matter of this kind everybody should be considered. I think we 
should be cautious in how we proceed not only on this, but on other 
matters before us. And I do not want to give you any impression 
that I act on this or on any other thing “with haste or with ill- 
consideration. 

We are giving these problems a lot of thought and a lot of considera- 
tion and not just 8 hours a day, either, Mr. Hope. 

Mr. Poagr. On the matter of consideration, did you first come up 
with the idea that there would be a roll-back of prices to approxi- 
mately January 25—was that your first considered opinion? 

Mr. Jounsron. I had no considered opinion about it. 

Mr. Poages. Well, I mean in your organization? 

Mr. Jounsron. Our organization had no considered opinion. We 
did not initiate this, as I told you. We discussed it with OPS. 
We came to the conclusion that there should be a roll-back in meat 
prices for various reasons. I could go into considerable detail with 
you about that. 

Mr. Poaar. Did the first discussion smapty refer to a roll-back to 
about January 25, the date when you froze? 
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Mr. Jonnsron. There was no definite date, nor was there any 
specific roll-back discussed. We felt that the whole subject should 
be carefully gone into. We requested Mr. DiSalle to do so and to 
come up with answers. 

Mr. Poace. You surely did not contemplate going further back 
than you did with the dressed meat, did you? 

Mr. Jounsron. We honestly did not contemplate anything. We 
had no preconceived idea on what should be done, because we knew 
this is a highly complex subject. And because we knew that Mr. 
DiSalle had had meetings with the livestock people and the slaughterers 
and others previously, we knew that he had gone into it in great detail. 
We simply came to the conclusion that something had to be done in 
the meat field and we allowed him to come up with the specific 
suggestions. 

Mr. Poaacr. That is right. If you did not do anything other than 
simply to say something ‘ought to be done on it, that was not a very 
detailed discussion of the matter or a very detailed consideration. 
Apparently then you left Mr. DiSalle to carry on the detailed con- 
sideration? 

Mr. Jounston. That is right. That is what happens in most of 
this price field. 

Mr. Poagr. Then, actually, this detailed consideration that you 
described to Mr. Hope was the detailed consideration of Mr. DiSalle 
and his Office? 

Mr. Jonnston. No, no; we went into it after he presented a program 
to us 

Mr. Poagr. Did he present a program that contemplated three 
roll-backs or only one? 

Mr. Jounston. The first suggestion that I recall from his Office— 
if there was a previous one I do not remember it—was the finished 
program which he presented to us in finished form as a three-step 
roll-back program. 

Mr. Poags. Do you recall about when that was? 

Mr. Jounston. The first definite information I had was on a late 
Saturady evening about 8 o’clock at my home. I was eating dinner, 
when I got a telephone call that this proposed regulation had been 
completed and they were sending it up to me by special messenger 
that night. I cannot recall the date, but it seems to me that it was 
about 3 weeks ago—it might have been a month ago—but I would 
say about 3 weeks to a month ago. I read it that night and studied 
it again on Sunday, although I had a radio speech to make and I had 
a labor order to get cut by Monday morning. We considered it. 
That was just about the time that Jesse Tapp came to work for me— 
I think it was the first day that Jesse was there. 

Mr. Poace. Mr. Tapp came on Thursday, according to his state- 
ment. 

Mr. Jounston. My recollection was that it was on a Monday. 
Anyway, he might have come there on Thursday. But, in any event, 
I referred this proposed regulation to Jesse Tapp the first thing 
Monday morning, and I said—our Chief Economist says, in correcting 
my memory on the matter, that he had it 2 weeks before it was 
issued—that is right. 

Mr. Poaar. Who had it 2 weeks? 

Mr. Jounston. We had it 2 weeks. 
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Mr. Poace. You had it 2 weeks before it was issued? 

Mr. Jounston. I cannot remember the exact time, but we had it 
a considerable period of time. 

Mr. Poaae. Mr. Tapp said when he came here it was ‘already 
printed before he got here. 
' Mr. Jonnston. The proposed order, gentlemen, was printed before 

got it. 

Mr. Poaae. And after it was printed there was very little oppor- 
tunity to change it, is that right? 

Mr. Jounston. No, no. My chief legal counsel will explain how 
this procedure runs so that you do not think that this was some 
rush order that we got out. 


STATEMENT OF FRANCIS P. WHITEHAIR 


Mr. Wuirenarr. Mr. Chairman and gentlemen, the procedure 
employed by the Office of Price Stabilization in promulgating these 
orders is to turn them over, first, to the economists, and they write 
up the statement of considerations, the reasons why a particular 
price ceiling should be issued. 

Mr. Poace. That is after the decision is made—the decision is 
made that they will do so-and-so, and then it is turned over to the 
economists to write up the reasons supporting that decision? 

Mr. Wuirenarr. That is right. And then it is turned over to the 
Legal Division to be approved and put into legal form, so that it will 
meet the requirements of the Federal Register. 

Mr. Poacer. That, too, is done after the decision is made? 

Mr. Wuirenarr. That is correct. Then when the Director, Mr. 
DiSalle, concludes that a certain regulation should be issued, then it 
is put in printed form. I cannot tell you how many such proposed 
regulations are over there now, but there are, probably, many of 
them locked up that may never be used, but the mechanics of it are 
terrific, just about as great as the mechanics are here with the Con- 
gress in the introduction of bills, and the engrossing rules, and so on 
and so forth. 

As a rule, after a regulation has had the consideration, the affirma- 
tive consideration of Mr. DiSalle, it is sent over by special messenger 
to Mr. Johnston’s office who, as you well know, has the responsibility 
of coordinating these efforts of the operating components. 

Mr. Poace. Will you tell us, Mr. Johnston, how many orders Mr. 
DiSalle has ever sent to you that you have changed or vetoed? 

Mr. Jounston. I cannot tell you that exactly. Many of the orders, 
of course, are relatively routine orders and receive little consideration 
in our office. 

Mr. Poaae. I know. 

Mr. Jounston. By the very nature of things. 

Mr. Poace. I am talking about those that you changed. 

Mr. Jonnston. I cannot answer that. 

Mr. Poaasr. Have you changed any? 

Mr. Jonnsron. Yes, sir. There have been a good many changes. 
I cannot tell you how many. 

Mr. Poace. Do you recall one of any importance? 

Mr. Jounston. Our Chief Economist says that he doubts if there 
are any issued that he does not make some changes in, at least some 
of them. There are changes made. 
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Mr. Poaae. Can you recall any change of any importance in any 
important order that Mr. DiSalle has sent you? 

Mr. Jonnstron. Yes, sir. The manufacturers’ order has been 
changed several times. That is a very important order affecting all 
manufacturers. 

Mr. Poage. All right. The order is important. What is the 
importance of the amendments that were put on it, the changes that 
were put on it? 

Mr. Jounston. Well, there was the question, for instance, of the 
85-percent basic pricing formula, which determines whether an indus- 
try can come in for a price increase, if the industry is making more 
than 85 percent of the level of its average profits during the 3 best 
of the 4 years from 1946 to 1949 inclusive. There were some changes 
made in that. I cannot specifically cite those. 

Mr. Poaae. Any change of policy or were they merely changes of 
mechanics of opinions? 

Mr. Jounston. No; there have been changes of policy made. 

Mr. Poager. It seems to me rather remarkable that we have not 
heard about any of those kinds of changes. It strikes me that Mr. 
Tapp was, probably, right when he suggested that after this thing 
was in printed form that any change was extremely difficult. I 
believe that was about what he said, and that he knew of no change 
that was made. He did not know much about it. He did not see 
it until just a day or two before it was actually issued and he thought 
it would be very difficult to make any changes. 

Apparently, he did not try to make any. And you did not sug- 
gest any changes, did you? 

Mr. Jounston. The order was held up. It was to be issued on the 
Monday following the time it was delivered to me, 

Mr. Poacr. You went over it on Saturday? 

Mr. Jounston. I held it up, said that this was an order of grave 
importance which our office would have to study in detail. It was 
held up for a period—Mr. G. Griffith Johnson, my chief economist, 
says for about 2 weeks. I know it was a protracted period of time. 
During this period I talked to the Secretary of Agriculture. I gave 
it to Mr. Tapp. He had an opportunity to review it. He made 
some suggestions on it. Our economists reviewed it. 

We went into it with a great deal of detail. We discussed it with 
Mr. Wilson. We discussed it with members of his staff. We dis- 
cussed the various implications involved in it. 

If you feel that this was a matter that came up and was cursorily 
considered and abruptly passed, I want to dissuade your mind from 
that, because there is absolutely no truth in that whatsoever. 

Mr. Poace. I do not think that. On the contrary, I have read 
your radio speech. I have read your letter to Senator Millikin. I 
think you had a pretty clear conception of the dangers into which you 
were wading with this order. I think you understood these things 
about as well as anybody. I think you had a fair and a clear under- 
standing of it. 

The thing I have wondered about is how much Mr. DiSalle, who 
did not understand them and who, obviously, does not understand 
them, how he persuaded you from a course as clear and fair as that 
which you outlined in your radio speech of March 9. 1 want to 
know how he was able to convince you. 
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Mr. Jounston. Well, I do not know that Mr. DiSalle made any 
effort to convince me. I do not know that I ever held a conversation 
with him about it. I did hold conversations with my economists 
about it, as I have told you. There was a division of opinion as to 
this, as there was in other departments—as there are about many, 
many subjects that come before me. And it is essential for me to 
make a decision in the matter. I make them, if it is an important 
subject such as this, after considerable detailed discussion with my 
own staff—not with other people’s staffs, but with my own staff. 
And I make a considerable detailed study of the problem myself. 

I want to repeat to you again that I approved this order. I think 
it isfair. I think it has a chance of workability. If it does not work, 
I will certainly be one of the first to say otherwise. 

Mr. PoaGe. Are you willing to tamper with the economy of this 
country and with three-quarters of a billion dollars of the money of 
the cattle growers just on the chance, the possibility that the thing 
might work, when you do not even have any evidence to suggest that 
it will probably work—do you not feel that you ought to be at least 
able to say that it will probably work? 

Mr. Jounston. I said that. 

Mr. Poage. | understood you to say that it had a chance of working. 

Mr. Jonnsron. Well, if 1 did I want to correct it. I wanted to 
say that I think it probably will work. 

Mr. PoaGe. Let us find out just why you think so. Do you think 
the price of meat was too high to the consumer—did you at the time 
this order was issued, is that right? 

Mr. Jounston. I thought it was out of line with other components 
of our economy, including other agricultural products. 

Mr. Poace. Well, now, let us see how it hurts any other agricultural 
product. If a man is getting less than a fair price for wheat that he 
grows, do you propose to bring him in line by bringing down the price 
of the cattle that he grows—is that the way you bring him in line? 
Most agricultural products are selling for less than parity—are you 
telling the committee now that the way to equalize everything is to 
bring down those few agricultural products that are bringing more 
than parity? 

Mr. Jounston. Well, no, I am rather surprised that you would ask 
me that question—a man with your learned knowledge on this sub- 
ject. You should know, and I know you do know, that when the price 
of beef cattle is too high it puts dairy cattle in a disproportionate 
position. The Secretary of Agriculture called me and asked my per- 
mission to raise price levels on milk products because dairy products 
were out of line with beef cattle. He said that if he did not do that 
and did not continue to do that, then if beef went up in price, the 
farmers would stop raising dairy cattle and would raise beef cattle. 

Now, wait a minute, you asked me a question. Let me answer it. 
Let me answer your question as to how this changes the situation. 

It changes it very materially, and you know this just as well as 
I know it. 

Mr. Poacer. Go ahead. 

Mr. Jounston. You asked me a question how it affected something 
else. It has nothing to do with wheat. It has nothing to do with 
anything other than feeds. 

Mr. PoaGcr. You have suggested that because meat was out of line 
with the price of other agricultural commodities, the price of meat——— 
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Mr. Jounston. Right. 

Mr. Poace. That you wanted to equalize it. 

Mr. Jounston. We had to do so, either that or you would have to 
raise dairy products. 

Mr. Poacr. Then you say that if I am growing some wheat and 
growing some cattle and growing some sorghum grain and I am 
getting less than parity for the grain sorghum and my wheat, that in 
order to equalize the situation you are going to bring down the price 
of my cattle and then I should be happy because I am broke on all 
three of my commodities. 

Mr. Jonnston. No;I did not say that. You are putting words into 
my mouth. 

Mr. Poace. No; you did not say it, but is not that exactly what 
it leads to? 

Mr. Jonnston. No; it does not lead to that at all. It does not lead 
to it in the slightest degree. 

Mr. PoaGer. It happens that I know a gentleman who does own a 
farm on which he grows wheat and he grows grain sorghum and he 
grows cattle. 

Mr. Jounston. I own a farm on which I grow some wheat and some 
corn. So I know a little bit about it. 

Mr. Poaacr. And he grew some cattle on it. 

Mr. Jounston. And I have got some cattle on it, too. 

Mr. Poacer. How will it help your situation then? You are getting 
less than parity for your wheat and your corn. How are you going 
to be helped by bringing the price of those cattle down? 

Mr. Jonnston. First, you are assuming that the wheat grower or 
the sorghum grower is losing money on the products which he raises. 
I do not think that is true. And I know vou do not think it is true. 
Therefore you do rot help 150,000,000 Americar people by raising 
the prices on which people are already making a decent profit in 
order to compensate for somebody who is making an exorbitant 
profit. 

Let me talk to you about a little thing that I know more about and 
that is the business field. We will take the price of copper. The 
domestic price is 24.5 cents a pound. The foreign price is 27.5 cents 
a pound. We do not do any good by raising the domestic price to 
27.5 cents a pound merely because the foreigner charges that price, 
when the domestic producer is already in excess profits. 

That same thing applies to agriculture, Mr. Congressman. 

Mr. Poagae. I do not know any farmer who is in excess profits as 
a result of growing something that is selling for less than parity. 

Mr. Jounston. The farmer does not have an excess profits tax. 

Mr. Poage. There was not any use putting it on, because Congress 
knew they were not making excess profits. This matter involves the 
excess profits that you feel the cattlemen have been making. You have 
suggested that you thought it was a fine thing that the standard of 
living of the American people generally had been raised over a number 
of years, and I do, too. 

Mr. Jonnston. We all do. 

Mr. Poage. I am delighted to see that the standard of living of our 
wage earners has been raised. Actually, industrial wages stand today 
at approximately 550 percent of what they were during the base period. 
That is approximately five and one-half times as much money as the 
factory worker was making for the same work during the base period. 





470 BEEF CEILING PRICE REGULATIONS 


Mr. Jonnston. That is the 1914 period? 

Mr. Poace. That is right. The parity index is roughly about 284, 
something like that, somewhere in the 280’s, almost exactly one-half 
the wage increases. In other words, the parity index has increased 
almost exactly one-half as much as the average wage of the industrial 
workers. Consequently, at parity price for any commodity the farm- 
er’s living standard will have been raised approximately one-half as 
fast as the industrial worker’s. 

Mr. Jounston. There is only one thing you have not taken into 
consideration in this, Mr. Congressman, and that is the increased pro- 
ductivity of the farm in better seeds and better fertilizer and better 
machinery which, as you know, has been material since this base 
period. And the workman, on the other hand, has also increased his 
productivity and that has been reflected in wage raises. 

Mr. Poace. That is right, but I want to get to the cattle, particu- 
larly. The cow man was making 150 percent of parity when you rolled 
him back. So he was not getting simply even with the farmer. He 
had increased up to where he was standing right between the farmer 
who grows row crops and the man who works in the factory. He had 
increased one-half as much more than the farmer and half as much less 
than the individual industrial worker. 

Mr. Jounston. Mr. Congressman, you know so much more about 
this that I am lost. 

Mr. Poage. I want to follow this thing. 

Mr. Jounston. I thought you were through. 

Mr. Poaacer. I may be wrong a few percent one way or the other, 
but, roughly, that is correct. In other words, the cow man when be 
was at 150 percent of parity could buy one and one-half times as much 
of the things that cattlemen buy, as he could during the base period, 
producing the same number of cattle. The laboring man, with the 
same amount of work, could buy approximately twice as much with 
the same amount of work. 

Now the cattleman was not outstanding in his position. True, he 
was in better shape than the cotton and wheat man, but he was not 
outstanding. But you roll him back to roughly 130 percent of parity. 
His standard of living when you get through with these roll-backs is 
only 130 percent. He has had only 30 percent increase in his living 
standards. 

The laboring man has had approximately 100-percent increase in 
his living standards. Nobody feels that he should be rolled back. 
And I do not suggest that he should be. I do not think he should 
be. I think that he should be stopped from going forward, but I 
do not think he should be rolled back, and I do not think that this 
cattleman should be rolled back when he was already substantially 
under the position occupied by that laboring man. 

Mr. Jounston. Well, as 1 see it, Mr. Congressman, I may be 
incorrect, and this is simply from memory—you take the base period 
of 1914 and say that wages have increased 500 percent. 

Mr. Poaaew. 1909 to 1914. 

Mr. Jonnston. Approximately 500 percent more, as I remember 
it. The price of beef cattle in 1909 to 1914—and you will have the 
figures, and I am only quoting from the barest, sketchiest of memory 
I remember the price of cattle out in my part of the country in those 
days was around $5 to $6 a hundred. The price even after these 
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roll-backs will be about $24.17 a hundred or pretty close to about 
five times as much as it was when I was a kid. 

Mr. Poage. I do not have the base figures on that. 

Mr. Jounston. You cannot quote just parity figures to show the 
picture, Mr. Congressman. 

Really, Mr. Congressman, all of this is leading us no place, because 
I am quoting figures that I do not even know. 

Mr. Poace And I do not have the figures here I think it is 
leading us somewhere, however. I think it is leading us somewhere. 

Mr. Jonnston. All right. 

Mr. Poace. It is quite obvious, and I think you agree, that whatever 
the cattleman’s standard of living, you are rolling it back when you 
are rolling back the price of his cattle. 

Mr. Jounston. Of course, when you roll back the price of cattle 
you roll back at least the profits that he makes, and maybe his standard 
of living. 

Mr. Dien What is his standard of living based on except his 
profits—what else does he have for a standard of living—he cannot 
pay his living on his debts? 

Mr. Jounsron. The cattleman is an entrepreneur. I do not think 
that as an entrepreneur, his standard of living is based exactly on his 
profits any more than the standard of living of a manufacturer is 
based upon the profits which his manufacturing concern makes. 

Mr. Poacr. The manufacturer may have sources of credit with 
which I am not familiar, but I am somewhat familiar with the limita- 
tions upon the cattleman. He generally has to live on what he makes 
out of the cattle. And I want to call attention to this, because you 


raised the question that it was not fair to him to compare the laboring 
man’s increased — with the increased farm prices because the 


farmer had been able to greatly increase his productivity. That is 
simply not true in regard to the cattleman. It takes just as many 
acres of land to feed a cow today as it did back when the first cowman 
rode out onto the plains and drove off the Indians. It takes just the 
same number of cows and the same number of bulls to produce calves, 
and there has not been any increase in it. 

Mr. Jonnston. I do not think it takes the same number of bulls; 
does it? 

Mr. PoaGr. We have in the cattle situation a situation that does 
not exist in the row crops. 

I want to come now to one or two other matters. 

Mr. Hatv. Will you yield for a question? 

Mr. Poage. Yes. 

Mr. Hau. Mr. Johnston, I want to tell you at the outset that you 
are the man to do the job of this price stabilization in view of your 
great personal success. I would like to ask you this. Do you not 
feel that, unless the consumer at the extreme end of the picture enjoys 
a price decrease, a reasonable price roll-back, that this whole, vast 
elaborate Office of Price Stabilization which is employing thousands 
of people at very good salaries, doing a lot of research work, and so 
forth, is unjustified? Do you not feel that the justification for the 

‘establishment of this OPS is certainly not merited unless the consumer 
can finally realize a roll-back in the prices he has to pay for food and 
commodities? I think you will agree with me that so far such has 
not been the case, even though the cattlemen have suffered a roll-back; 
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and, according to your statement, you plan that other members of 
our economic econ ty must be stabilized—you contemplate making 
them roll back. Yet, they tell me in my own section, beef has risen 
nearly 28 cents a pound since they put that cattle order on. 

Do you not feel, sir, that in order to justify the existence of any 
huge Government bureau as big as OPS your organization must roll 
back prices? It seems to me, they have to produce, or their whole 
function is out the window. 

Mr. Jonnsron. Mr. Congressman, there are, of course, such factors. 
The real function of the Economic Stabilization Agency is to stabilize 
the economy, which means getting the various parts of it in balance 
and preventing prices from rising or, at least, preventing one segment 
of the economy from getting an undue advantage over another seg- 
ment of the economy. I do not think there is any way that this office 
could roll back all prices, such as to the consumer, to a pre-Korean 
level, nor could we roll back wages—it would be like putting tooth- 
paste back into a toothpaste tube. I cannot do it. 

Mr. Hay. You will admit that in order to satisfy the American 
people the Office of Price Stabilization must produce and lower the 
cost of living ultimately. That is the very function—that is the very 
reason that Congress set up this office—you will agree to that; is that 
not true? 

Mr. Jounston. I wish I could agree with you. I do not believe 
that we must necessarily lower the cost of living. I think that we 
must bring everything into balance. And that is what we are attempt- 
ing to do, to bring things into balance. I do not think it necessarily 
means lowering the cost of living. If you do that, you have to lower 
wages, and I do not think anybody is smart enough or big enough to 
lower wages in a full employment economy. You just cannot do it. 

Mr. Hatu. I am not referring to wages, but to prices, I do not 
agree with you when you say you have to lower wages to lower prices. 
We are in the first phase of this price-control program. I think you 
you will agree with me on that. 

Mr. Jounston. Yes, sir, and I hope it is the final phase. 

Mr. Hatt. The first phase. The party has not even gotten rough 


et. 

Mr. Jounston. You should come to my office. I think it is 
pretty rough. 

Mr. Haut. Everybody has been very friendly. 

Mr. Jounston. Oh, no; they have not. I have been called more 
names than I can possibly tell you about. 

Mr. Hau. Nevertheless, you have not had to use some of the 
powers which you feel that you are entitled to use? You have not 
had to use that power—have you—in this first phase of the price- 
control program? Yet all over the country there is the essence, there 
is the suggestion, of the rise of a black market which is going to be 
absolutely impossible to crush unless some action is taken. Am I 
not correct in that? 

Mr. Jounston. Well, I think you have the inevitable danger, if 
that is what you are leading up to, of black markets and rationing, 
which, of course, I personally deplore. And I further want to state 
that my personal philosophy, if I have not already stated it, is that 
you cannot do this whole thing with wage and price controls—that you 
must not place too much emphasis on wage and price controls. It is 
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the indirect controls that in the final analysis are probably the most 
important ones. Congress must pay attention to those indirect con- 
trols, which means a pay-as-you-go tax policy and all those other 
things. But in the process, Mr. Congressman, what we are attempt- 
ing to do is to stabilize this economy so that you can rearm and not 
have it cost you a whale of a lot more to do it. 

Mr. Hatt. As a result, are you suggesting the abolishment of this 
price-control program, Mr. Johnston—are you suggesting the abolish- 
ment of it? 

Mr. Jounston. I could not hear you. 

Mr. Hatt. Are you suggesting the abolishment of this price-control 
program? 

Mr. Jounston. Not at all. I think it is absolutely essential as a 
tool. 

Mr. Hatt. What recommendations do you have in the event that 
this black market gets so severe? What recommendations do you 
have outside of issuing these Casper Milquetoast orders? What sug- 
gestions do you have to see that this price-control program is carried 
out? 

Mr. Jounston. I do not think that this is a Casper Milquetoast 
order. At least, many of the members of the committee do not seem 
to think it is—that is what we are here about this morning. 

Mr. Ha ut. If it is fair to penalize the cattleman, it is certainly fair 
to penalize the packer, and all of the rest of these individuals who 
make big profits along the road, so that the consumer can realize a 
lower price for beef. I disagree with you when you say your primary 
function is to stabilize. I think that the consuming public expects, 
as the result of your efforts, to pay lower prices and ‘to enjoy a lower 
cost of living. They expect you to bring them relief from all this 
profiteering and chiseling. 

Mr. Jounston. I think they do. 

Mr. Hatt. They cannot afford to buy and pay these high prices. 
It is the duty of OPS to roll back prices so the people can eat as they 
should. 

Mr. Jonnston. We are making every effort to roll back prices 
where it is advisable to do so. But I do not think the primary 
objective is to roll back. I think the primary objective is stability. 
We must prevent prices from going higher when these big inflationary 
forces ahead get severe. In the process every one must be enabled to 
make a reasonable profit or you will not have the incentive to pro- 
duction. 

The loss, if any, involved in this feeder program is a temporary loss. 
This is not a permanent loss to the feeder. It is the same type of 
temporary loss—at least I think it is; these gentlemen disagree with 
me—and, if it is not, certainly we must correct it; but it is a temporary 
loss, just as occurs anytime you correct inequalities in this complex 
economy of ours. You create problems and losses. If it is a perma- 
nent loss, you must correct it; but, if it is a temporary loss, you may 
be able to live with it. You take the packers—the packers have been 
suffering a temporary loss in the production of meat since, well, for 
the last 2 or 3 months. They have brought in facts and figures to 
show me. That is the reason I am amazed to hear statements here 
today that the packers are opposed to this livestock order, because 
they brought in figures to me, indicating how much they w ere losing 
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because their ceiling prices were fixed but their cattle costs were way 
up. One told me he was losing $500,000 in the packing of beef alone. 

Mr. Poaase. Would you give us the name of that person, or tell us 
who that was? 

Mr. Jounston. Armour & Co.—the president of Armour. 

Mr. Poage. And Armour and Swift and Wilson and Cudahy have 
not been before this committee. They have been invited. 

Mr. Jonnston. They are the principal packers. 

Mr. Poage. Certainly, and they have been invited but they have 
not seen fit to come up to this committee. 

Mr. Jounston. I cannot help that. 

Mr. Poacs. Those who have been suffering have been coming to 
this committee and have been telling us how they did not believe in 
this order. Swift & Co. made a statement before another committee 
of this Congress that they did not favor this order. So, it is down to 
just one, or two, or three large packers who favor the order and who 
wanted this thing. Obviously, the great majority did not want it. 

I would like to get to your philosophy as to how you will work this. 
As I understand it, you work under the assumption that, were it not 
for price ceilings at the retail level, the price of meat would go too high. 
Is that not right? 

Mr. Jounston. I think that is right. If it were not for price con- 
trol, I think that the price of meat would go much higher. 

Mr. Poaae. In other words, you think that it is the ceilings; that 
the ceilings over a market such as we have now control the price 
rather than the question of supply and demand? 

Mr. Jounston. No. Of course, the question of supply and demand 
is the basic formula that controls anything. As I ro to tell you a 
few moments ago, you can control the situation temporarily with 
direct controls, but you cannot do it permanently without some 
basic indirect controls. 

Mr. Poace. You mean that at the moment for the next few months 
probably this will work? 

Mr. Jounston. Maybe longer than that. You might be able to 
work it for a year or a year and a half. I do not know how long 
you can work it if you do not put on these basic controls to siphon 
off excess purchasing power. 

Mr. Poaaeg. Of course, you recognize in the long run your speech 
of March 9 gas correct; and, if there is less meat and a greater de- 
mand, that there will be black markets and people will pay fantastic 
prices, regardless of what anybody says, whether the Congress, the 
OPS, or the King of England decrees otherwise—the people are still 
going to have to pay more for their beef. 

Mr. Jounsron. If there is less meat and a greater demand and 
more money to buy it with, you are going to have to come to ration- 
ing or come to the things that you are talking about. 

Mr. Poaar. And when you come to rationing you do not cure the 
situation. 

Mr. Jounston. What I hope, Mr. Congressman, is that these basic 
things will be taken care of by you gentlemen—that we will not 
have the excess purchasing power which will force these prices up. 
What I am hoping is that you will be able to curtail purchasing power 
through taxes, through increased savings, through an anti-inflationa 
credit policy, through allocation of materials for building and capital- 
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goods formation, through increased production, through all of these 
things. 

You are perfectly right about it, in my opinion, thoroughly sound. 

Mr. Poace. Let us see if it is the price ceilings right now that are 
working or if it is this old law of supply and demand: if the consumer 
does not have it in her power to stop the rise in beef prices anytime 
she wants to. I have in my hand the Washington Post for Friday, 
May 25, 1951, which was printed this morning. On page 19 you w ill 
find an advertisement of the Buckingham Super Markets advertising 
sizzling steaks—choice tenderloins, sirloin, OPS ceiling prices, $1.17. 
They have them marked here for 98 cents. It is not simply the 
high-priced high-grade cuts. 

Mr. Jounston. I wish you would tell my wife about that. 

Mr. Poaae. They advertise United States Government graded 
Choice chuck OPS prices at 73, our price 69 cents. 

Mr. Hii. Where is the pork? 

Mr. Poaaer. I do not have any pork advertisements. The DGS 
stores are selling chuck roast on which the ceiling price is 73 cents, 
and there are many of the DGS stores in Washington; they are selling 
them at 69 cents. 

I see here that the top-quality rib roasts are advertised by Acme 
Super Markets at 79 cents. 

Mr. Betcuerr. You have hams over there. 

Mr. PoaGce. The point is this, Mr. Johnston: Obviously, your 
ceiling prices are not the controlling prices here. Obviously, when 
there is consumer resistance and when there is a supply of meat, the 
price of meat drops below your ceiling price. 

You have given these dealers no way of recouping losses on any cut. 
So, sooner or later, if it becomes necessary for any store in Washington 
to sell certain cuts at less than ceiling prices, they must ultimately be 
operating at less than a profit. Is that not right; is there any way that 
they can recoup their losses on these? 

Mr. Jounston. You know that merchants frequently feature loss 
leaders, and sell items at losses in order to attract customers to their 
places of business. There is no merchant that I know of who makes 
his normal profit on every item he sells. They may be using meat for 
that purpose. 

An official of a well-known chain grocery store was in my office not 
long ago—the president, of that concern—and he told me that they 
normally sold meat at little or no profit as a loss leader in his particular 
stores. 

I do not know whether that is true in this instance or not. All Tam 
saying is that you cannot generalize in that way. And, if I can talk for 
just about 2 minutes, I would like to say this to you. 

I am trying to ride three or four wild horses, and they all want to go 
in different directions. 

The price of agricultural products is an important element in the 
cost of living. I can assure vou here today, from the sincerity of my 
heart, that vou cannot control wages unless you can control the cost of 
living—not in a full-employment economy, not when employers are 
bidding for workers as they are today. 

We are trying to rearm, Mr. Congressman. We are allocating con- 
tracts for war purposes at the rate ‘of about $50 billion a vear. You 
have not seen anything yet in inflationary pressures. What you have 
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seen up to this time is merely the results of scare buying and specula- 
tion. But wait until these real inflationary pressures occur this fall, 
with the rate of expenditure of about $50 billion a vear for rearmament. 

Wait until the American people have about $37 billion or $38 billion 
or $39 billion more annually—as they will next year in national income 
compared to what they have this year—and then see the pressures that 
are brought upon us. 

We must balance all of these things. We must balance wages, and 
the cost of living, and agriculture. 

I wish that I could say to each one of you: Sure, I agree with you; 
take off everything; get the most that vou can for anything; i increase 
production; but, Mr. C ongressman, it just does not work that way, in 
my opinion. 

We know what the cost of defense is. We know what various items 
are costing. I mentioned shoes. Take the case of a Garand M-1 rifle 
which has gone up from $41 to $64. Take an antiaircraft gun which 
has gone up from $160,000 to $250,000. 

You know that the taxes vou passed last fall have been more than 
wiped out by the increased costs in the things the military alone 
purchases. 

If you had no wage controls, | do not know where wages would go in 
key defense industries, but | can assure you that they would be 20 or 
30 or 40 percent higher a vear from today. Then where would your 
agricultural prices be in relation to the cost of living? Where would 
the parity formula be? And where would your agricultural prices be 
in relation to parity? 

All of these things must be taken into consideration. 

All I ask of you gentlemen is to go along with a reasonable program 
for a period of not to exceed two years, and help us to try to make this 
thing work, with the understanding that as long as I am in this office 
I will do my utmost to be fair to every element of the economy. If I 
am not fair according to my lights, I ought to get out of this office, 
Or, if you gentlemen do not think I am fair, you ought to get me out 
of this office. 

But somebody who occupies this office has got to make decisions. 
And if the decisions we have made on meat are not fair and equitable, 
let us hear from the meat people ourselves. Let us sit down and dis- 
cuss it. And then if it does not work, we will have to try to make it 
work, of course. But we are all dealing at. the present time in the 
realm of theory. 

You shoot facts and figures at me that you tell me some meat 
people have given you. 1 “do not know whether they are accurate or 
not. And neither do you know whether they are accurate or not. 
All you are doing is taking their word for it. And you are taking 
the word of people who are biased. Of course, they are biased. They 
are biased because they do not want controls. 

Mr. Anernerny. | appreciate what the gentleman has to say, but 
I do not like to be leetured, Mr. Johnston, on the position I have taken. 
I am just as sincere about it as you are. 

Mr. Jounstron. I did not mean to imply that you are not. 

Mr. Asernetuy. I do not know how else you could interpret it. 

Mr. Jounsvron. I am sorry I said that if you interpret it that way. 

Mr. Anernetuy. We have taken figures only of the cattle industry, 
and that is not true, you said. I think you ought to take those words 
out of the record. 
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Mr. Jounston. I did not say you were taking figures from only the 
cattle industry. 

Mr. Asernetuy. [ understood you to say that. 

Mr. Jounsron. If I did, I want to correct it. I said that you were 
taking figures that you do not know for sure are true or not. 

Mr. Asernetuy. I have not had a chance to ask you much this 
morning, little, if anything, but I want to make it very clear there are 
two things, and two things only, that I have tried to get some informa- 
tion on in these hearings. 

The Secretary himself sat right where you are sitting and stated that 
this order was going to break some cattle feeders. I take the position 
that is wrong. And I think you will agree that that is wrong. That 
was in his statement, and Mr. Poage read that portion of his statement 
to you subsequent to what you said. 

1 appreciate the fact that you have a terrific problem and I admire 
the sincere and fair-minded way in which you have approached it, but 
there are two things that have not been answered that I have been 
trying to find out, and I think we are entitled to know. 

I asked the Secretary, in view of his statement, that there were 
certain segments of the cattle industry that this order was going to 
break, if he, as their chief officer, would go to the stabilization authori- 
ties and ask them to correct it. And do you know what his answer 
was’? His answer, insubstance, was—and I hate to repeat it—his 
answer was that that is unfortunate. He did not use that word, but 
that was the substance of his answer, that it was unfortunate, that 
the over-all economy was interested in this thing and he illustrated 
it by saying that in this emergency there were some boys in Korea 
being shot at because of Government orders just as cattle producers 
were being hurt by a Government order. 

I pointed out to him that it was not Uncle Sam that was shooting 
at the boys, but that Uncle Sam in this instance was shooting some 
cattle people. | think it is nothing but right and fair that when the 
Secretary himself ploints out that some people are going to lose money, 
I think you ought to take it upon yourself to see that they are at least 
permitted to make a reasonable profit as the law contemplates that 
they shall have a right to do. 

1 have asked for one other thing. I have asked Mr. DiSalle, I have 
asked Mr. Erickson—lI think I have asked the Secretary—and it has 
been inquired of you this morning—where wil this particular wage 
raise be reflected in the price of meat? And none of you has answered 
us. 

I think the country is entitled to know. If you are gomg to take it 
off the packer, let us hear so. But they have already stated that they 
are developing a fair relationship of margins between the packer and 
the retailer and the processor, and so on. [If it is true there is a fair 
relationship of margins being established, this wage raise is going to 
break those fair margins. 

I want to know who it will be put on. I want to know if the price 
of cattle is going to be rolled back further. I want to know if the price 
of meat is going to be raised to absorb it. Those are the two things 
that I have asked. And in your time we would like to know. 

Will you, as the chief stabilization officer, give these people whom 
the Secretary has stated are going to be broke, going to lose money— 
will you ask that they be given the privilege of making a fair margin, 
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which is the American way of doing things? And will you tell us 
where this increase in wages is going to be applied? 

That is all I have asked. 

Mr. Jounston. Let me answer, then, if I may, as well as I can. 
No. 1 is the fact that the American Government should at no time 
ask an industry or an individual to produce at a loss over a protracted 
period of time. You would simply not get production if that were 
done. You know that. 

Mr. AnerNetuy. Can the American Government ask a man to 
produce at a loss for even 1 minute of time? 

Mr. Jonnstron. We are doing it every minute. 

Mr. ABERNETHY. That is a confiscation of his property. 

Mr. Jounston. Well, we are doing it every minute. Any time that 
you roll back the price of anything, you affect people who have pur- 
chased it at a high price, irrespective of what it is. 

Mr. AsperNetHy. But the law says, Mr. Johnston—the law very 
clearly states that it is the duty of the President, which in this instance 
falls on you—the law states that it is the duty of the President in 
establishing and adjusting ceilings with respect to materials, and so 
on, he shall make such adjustments as are necessary to prevent and 
correct hardships or inequities. If that does not mean that should 
be used to correct an inequity put upon these feeders, I do not know 
what it means. That is why I voted for the law. I think I will vott 
for the next one if it is reasonably stated as this is, but if it will noe 
be fairly enforced, then I have to reconsider when June comes around. 

Mr. Jonnston. We are trying to enforce that provision of the act. 
You must distinguish—differentiate—between a temporary loss and 
a permanent loss. 

Mr. AperNetuy. The law does not. 

Mr. Jounsron. If you followed that line of reasoning, no one could 
take a loss on anything and you would never have any roll-back on 
anything. 

Mr. ABERNETHY. I do not believe in roll-backs, then. 

Mr. Jonnstron. Because it is impossible ever to roll back anything 
without requiring someone somewhere to take a temporary loss in 
that particular item, or at least a loss of profit in that particular item— 
a loss of percentage of profit. What we must look at in this thing is 
this: does a roll-back impair the earning position of that particular 
producer over a reasonable period of time? If it does, then you 
cannot put it into effect. There is no argument about that. 

Mr. AperNetHy. I guess we have reached the answer to this. As 
I understand you, and I guess there are some feeders out here, and I 
want them to understand—we have invited them to come to see— 
you are saying now that these losses which they have incurred and 
which the Secretary agrees they have incurred and which you agree 
they have now incurred, is just unfortunate? 

Mr. Jonnston. They may not be actual losses of money, but losses 
of profit or a lower percentage of profit. 

Mr. Anernetuy. The Secretary has stated, Mr. Johnston, that it 
will be a loss of money. 

Mr. Poace. The Secretary said $13 a head. 

Mr. Asernetny. I do not think it is right to expect anyone to lose 
some money on a Government order. I donot think it is fair. Maybe 
my philosophy about this is wrong. 
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Mr. Jounsron. I do not think it is fair, either, for people to lose 
money Over a protracted period of time, but, Mr. Congressman, how 
do you get any roll-back of any kind, form, shape, or variety if we 
have to avoid having anyone who went out and purchased at a high 
price from ever getting hurt even a little? 

Mr. ABERNETHY. I am one of those who do not believe that you 
can roll back. I do not believe you can do it. 

The CuHarrman. In January when this freeze order was issued, you 
and your associates had many sources of information. You certainly 
knew at that time that cattle were above parity, and when the first 
order was issued, if you had at that time let the freeze order apply 
across the board, you would not have gotten into this trouble. I am 
not fussing about the freeze order, but the thing that does disturb 
me is that these cattlemen come here—men of good reputation—and 
say to us that ‘‘We were misled by our own Government. We were 
told we were not going to have any roll-backs, and we are faced with 
a roll-back that is devastating to our operations.”’ 

Of course, that is water over the dam. 

It just occurred to me that if you could find any way possible to 
eliminate these last two orders maybe the industry can live with the 
first order, but to take $700 million more out of the producers’ pockets 
in August and September, they just do not see that there is any 
fairness in that. 

I grant you that maybe a lot of our information is not accurate. 
I have not made up my mind about the whole thing. I want all of 
the facts. I want to analyze the information and the evidence we 
have. I have not prejudged it at all. I am still trying to view it 
impartially and objectively. 

Mr. Jounston. That is very fair of you, Mr. Chairman. 

The CHairman. We do have information before this committee 
from Secretary Brannan in his statement before this committee. 
When he concluded, [ said to him: “You have reiterated and reem- 
phasized the arguments which have been submitted te the committee 
by the beef-cattle men.” 

He indicated in his testimony that this order was going to result 
in less beef production. He said that we will have more beef come 
on to slaughter in the next year or 2; and 3 or 4 years from now we 
will have less. 

We believe that the answer to the problem is more production 
instead of less production. 

In connection with the prices that the farmers are receiving, here 
are just a few of the high spots of Mr. Brannan’s statement to this 
committee on April 24. 

First he points out that in recent months the public has been led 
to believe that farm prices are responsible for inflation. He goes on 
to prove that that is not true. 

The next thing is that the farmers are not overpaid. 

The next one is, rather than being overpaid, the farmers are earning 
less for their labor, less for their investment, less for their management 
ability than any other segment of our economy. 

Another is that the farm income trend is down. And in that 
connection he pointed out that there had been a consistent decrease 
in farm income over the past 3 years, while during that same period 
of time there had been a substantial increase in wages and industrial 
margins. 
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Another is that the per capita farm and nonfarm income difference 
is widening. And he pointed out the great difference between the 
income of the farmer and the income of the nonfarmer. 

Another is that the farmers need a stabilization program across the 
board. If we had gotten one across the board in January, I do not 
think you would have heard much complaint. 

Another ts that the farmers as a group are operating on a very small 
margin all of the time, and in recent years it has been narrowing. 

He points out in his charts in very convincing fashion that the 
public has been led to believe that the farm prices are responsible for 
the increase in the consumers’ expenditures and the cost of living. 

Strange as it may seem, although these hearings have been going 
on for days and into weeks, although consumer groups have been 
invited to come to this committee room to advocate these orders or 
to support the orders, not one consumer group has asked to be heard. 

I make that statement in the interest of fairness to the farmer, 
because the fact remains that while beef is 150 percent of parity, a 
large majority of the farm commodities are substantially below parity, 
and a great majority of them are substantially below 1948 figures. 

I can easily see how Mr. DiSalle and how you picked out beef, 
because it is something that everybody has been talking about, it is 
something that in the over-all picture has reached 150 percent of 
parity, but 1 am concerned about the justice, the inherent justice in 
governmental orders. If the order is fair and equitable, then let it 
stand. But if it is unfair and inequitable, it seems to me that we owe 
it to our own Government to try to correct the inequities so far as we 
possibly can do so. 

I can foresee that unless some modification of this order is made we 
are heading right into desperate trouble. It is going to have a tre- 
mendous effect on the morale of the people of this country. 

{ had a man sitting in this committee room yesterday or the day 
before in that very chair, a businessman, who did something that | 
have never seen, he broke down and cried. He was an honest, con- 
scientious little-business man from Pennsylvania. And he said, “I 
honestly cannot comply with these orders. I cannot use the carving 
knife skillfully enough to cut my meat in compliance with these OPS 
orders. I cannot execute these compliance reports. I know | have 
more education than the average butcher, because I have had college 
training, but I honestly cannot do it. And I am afraid that when I 
have done my dead level best, some Government man will come in 
and say, “Yes, you charged 89 cents when you should have charged 
79 cents for this particular cut.’ ”’ 

And that, although he had made an honest effort to carve the meat 
in compliance with the order, he would not only be embarrassed but 
might be indicted and stand trial in court. He said he had prayed 
about it and he had conferred with his friends about it, and that he 
was just now faced with the decision as to whether to go out of 
business. ‘ 

If an American citizen is forced into that unfortunate position, all 
of us should be concerned about it. 

He said that in his immediate community he had no demand for 
tenderloins and fillets and sirloins and porterhouse steaks. Although 
he would be permitted to charge $1.32 for those cuts, he had no 
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customers who could afford to buy them. Consequently, he had to 
sell those cuts at less than $1 and take a loss. 

And on the other cuts, he could not increase the price so as to com- 
pensate for the losses on the good cuts. 

I have the exact reverse situation. Here is a specialty shop in 
New York City, we will say, in one of the silk stocking districts, that 
deals only in high-class meat——steaks cut 3 and 4 inches thick, juicy 
steaks. They maintain a swank establishment. They cater to the 
rich and the wealthy. They do not deal with the poor man. And 
no poor man can afford to go to those shops. 

They have tremendous overheads. They make deliveries. They 
prepare for fancy parties. They deal in those top cuts entirely. And 
it is on more or less of a seasonal basis, because during the winter the 
rich people go to Florida and to other places. They operate on an 
entirely different basis. 

It seems to me that unless some exception is made for the man in 
Pennsylvania, the little man who cannot comply, and the specialty 
shop man in New York on Park Avenue and Madison Avenue, wher- 
ever he may be, those people are going to be forced into violations. 

And if we are going to have a law that people cannot comply with 
and are going to be denounced as criminals, although they have made 
an honest effort to comply, I think you and the President and every- 
body else should be concerned. 

This committee has nothing officially before it, except that we are 
trying to make an honest effort to obtain the facts; whether we have 
obtained the facts or not, I do not know, but we have heard from every 
segment of the meat industry, and we are trying to explore the matter 
as fully as it is within our power to do. 

There is nothing officially before the committee. We do not have 
a resolution in here. These members have been attending day after 
day in an honest effort to get true information. 

In concluding my remarks, all I want to say is that I do not have 
any fuss with vou or with Mr. DiSalle, but I am disturbed about a 
situation which seems to me might be deplorable unless we do some- 
thing to correct it. 

Mr. Jounston. We are very disturbed about it, too, and there is 
no indication—I do not want you to get any impression that I do not 
appreciate appearing before you; I told you I would be delighted to 
appear before vou any time, and give vou any information, that I had, 

As of necessity when we appear before you, we are somewhat the 
Devil’s advocate. That must be true, because we must present the 
other side of the picture. 

I just want to say this: I read Secretary Brannan’s statement. It 
is a very good statement. I have a very high regard for Secretary 
Brannan and for his ability. 

I want you to know that he is presenting his point of view regarding 
agriculture. 

If vou would have appear before you Secretary of Labor Tobin, he 
would give you the same sort of story on wages that Secretary Brannan 
has given you on agriculture. 

If you would have Secretary Sawver appear before you, he would 
give you the same idea on business profits, and say that business 
profits are not high enough, that we are cutting them down too much, 
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because they cannot replace their machinery and equipment with the 
present depreciation allowance, and so forth and so on. 

All I am saying to you is that there are different points of view. 
And it is the job I have—and a very thankless one—to try to reconcile 
them, if possible. 

To come down specifically to this specific order, I have tried to 
reiterate over and over again that we thought it was the fair thing to 
do, that there is nothing sacrosanct in this order, that anything must 
of necessity be pliable. It must be flexible. It cannot be static. 

I want you gentlemen to understand that. 

I lose all sense of fairness the minute I become static and think, 
“This is it and there is no other answer.”’ 

I want to answer the gentleman who asked me two questions, if | 
might—Mr. Abernethy, I believe. 

I want to answer your question, because you are entitled to an 
answer to the best of my ability. First, the Government should not 
try to have anyone operate at a loss on a permanent basis. I think 
there is a difference between a short-term loss of profit and a long- 
term loss of money. I think there is a difference between a roll-back 
that might result in a temporary hardship, and one that would result 
in a permanent hardship to that business. 

All of these things, Mr. Abernethy, must be taken into considera- 
tion, and certainly we must be fair about them. If we are not fair, 
we should not be in this position. 

Mr. Poage. Suppose that little cattleman goes broke even on a 
temporary deal and he cannot get back into business. 

Mr. Jounston. If you will just let me finish my statement. I want 
to say this to you, he has a right to appeal for relief. 

Mr. Poage. To whom? 

Mr. Jounston. To Mr. DiSalle, just like anyone has a right. 

Mr. Poage. I could go out here and appeal to the statue of John 
Marshall down there and get the same treatment exactly. 

The Cuatrman. I do not think it would be fair to say that, because 
Mr. DiSalle has indicated his willingness. 

Mr. Poagce. He looked at me with a benign gesture. 

Mr. Jounsron. Mr. Chairman, he has a right to appeal. I will be 
delighted to meet with the feeders or with the cattlemen. I will be 
delighted to go into the subject again if you desire me to do so or if 
they desire me to do so. 

I am a Government bureaucrat now, and as long as I am here, that 
is my job, and I am delighted to do it. 

Let me answer the second question. That is, will the wage increase 
result in a price increase? Honestly, I do not know. I can assure 
you—because I do not know even yet what effect the wage increase 
will have upon the packers—lI can assure you that this wage increase 
was not decided on a basis of whether it would have an effect upon the 
packers or would cause an increase in prices. You cannot consider 
fair and equitable treatment in that manner. You must consider each 
case on its merits, just like the feeders and the meat people must be 
considered on the merits, irrespective of their influence upon the 
general public. 

That has been true in this wage rate case. I can assure you that 
this wage rate increase will be absorbed if it is possible to have it 
absorbed. 
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Mr. ABERNETHY. May I interrupt you there? Since the record 
of these hearings shows that margins established by the first roll-back 
were for the benefit of the packers, the processors, and the retailers, 
then there is but one other group that can absorb it, and that is the 
man who raises the cattle. Just read the record on that, that the 
margins would be restored as of January 25, that they regard those 
margins as being fair. That being the case, if they are absorbed, then 
they must be absorbed by the man who raises the stock, else there must 
be an increase in the price of meat. 

Mr. Jonnsron. You mean that the wage rate increase to the pack- 
inghouse workers must be absorbed by the grower? 

Mr. Asernetuy. That is the only other group left to absorb it. 

Mr. Jounston. There is no desire to have the grower absorb a 
wage raise for the packinghouse workers, I can assure you of that. 

Mr. Anernetuy. Then if the packers are required to absorb it, 
that will then throw these so-called fair margins out of balance again. 

Mr. Jounston. Well, I do not know about that. The consuming 
public may have to absorb a portion of it, but not the grower. The 
packers agreed to the wage increase while their own prices were frozen, 
and they probably felt they could absorb them. But livestock prices 
kept going up and their margins were wiped out. 

Mr. Asernetuy. | think you will concede this, that it is very 
strange that on the one hand you see one segment of the group rolled 
back and you see another segment of the group rolled up with nobody 
being informed as to who is going to pay the roll-up bill. 

Mr. Jonnston. The action of the Wage Stabilization Board in in- 
creasing the packers’ wages was done under the belief that it was a 
fair and equitable thing for the workers. 

Mr. ABERNETHY. I want to make this clear. I am not contending 
that the workers are not entitled to a raise. I do not know. Frankly, 
I confess I do not know. And if you gentlemen say they are, I accept 
that, because I do not know. All I am trying to do is to find out who 
is going to pay the bill. 

Mr. Jonnston. Either it will have to be absorbed by the processors 
and the retailers, and so forth, or a portion may have to be absorbed 
by the general public. There is no argument about that; but there is 
no desire to have the growers absorb it—that is, the raisers of she 
livestock. 

Mr. THompson. The producers are absorbing it. 

Mr. Jounston. They are absorbing this roll-back; ves. 

Mr. THompson. And the wage increase, which is all right—what I 
wanted to ask you to do—I know your fairness, and 1 know your 
desire to be equally fair to all sections, but please, when you have 
somebody read the record of these hearings, take note that the 
producers are more disturbed about the cut in production than they 
are about the money factors. When you interfere with the normal 
economy of the cattle business you have performed a major operation. 

Mr. Jounsron. I know that. 

Mr. Tuompson. It is something that you cannot overcome in a 
matter of months. 

Mr. Jonnston. That is right. 

Mr. THompson. You cannot overcome it. If it is once done, it wil! 
take a long time to overcome. That was the primary request of 
evervbody who appeared before us, that we should not interfere with 
that economy. 
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The only other thing that I want to emphasize is that evervbody 
testified that it would not work, including at least one of the big 
packing houses. It is possible that some of the big packers will profit 
from it, and in-so doing if they put a lot of little people out of business 
1 suppose they consider it simply a matter of fair business practice. 

Mr. Jounston. No; Mr. Thompson, we do not want to put any- 
body out of business. 

Mr. Tuompson. I know that you do not. 

Mr. Jounsron. 1 do not think the packers do, either. 

Mr. THompson. Maybe not. 

Mr. Jonnston. I hope they do not. I do not think they do. 

Mr. THompson. Just the same, we admit that they are the only ones 
that will profit. That, of course, is something that none of us would 
have happen if we could possibly avoid it. Even so the big packers 
say that it will not work, because production will be cut. So when 
vou study it, study it with that in mind and realize that it is not just 
the immediate price to the producer that bothers them or that bothers 
us. 

I would like to close with one remark that I have made a number of 
times and it goes back to vours about this tin business. The price of 
tin was going up to beat the band, out of all proportions. It reached 
the point where the customer would not pay that price any more, and 
the price came down. 

The reason the beef price is up is not the desire of the producer alone, 
it is because somebody with plenty of money and a willingness to pay 
the high prices was in the market. 

Mr. Jounston. | wish that were true with tin. The customers were 
perfectly willing to pay the increased price for tin, but we stopped 
stockpiling tin, and that suddenly lowered the demand. We discussed 
the matter with the people who produce tin. We decided to have the 
Government buy all of the tin and resell it, and to watch the market 
and not to have one consumer bidding against another. We have 
been able to get the price of tin down, but it has not been easy. I do 
not think it was because the consumer has not been willing to pay the 
price of tin. He will pay any price for the tin, because he needs it for 
tin cans or for other purposes in his business. So he is willing to pay 
the price. 

Mr. TuHompson. What brought the price down was when you 
stopped buying it. 

Mr. Jounston. What brought the price down was elimination of 
the bidding among consumers against one another for the available 
supplies. 

Mr. WHEELER. | am led to believe from your testimony that you 
anticipate the abilitv of the economy to absorb temporary losses in 
this whole program. Is it not true that the large producers or the 
large packers are more able to absorb temporary losses than the smaller 
producers or packers, generally speaking? 

Mr. Jounstron. | presume that is true. 

Mr. Wuee ter. That goes right back to the point that Mr. Thomp- 
son made when he said that he hoped certainly, as we all do, that the 
small producers or the small packers or the small processors are not 
frozen out of business as a result of these orders. 

Mr. Jounston. Yes, we hope so, too, and we must do our best to 
see that they are not. 
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Mr. Wueeter. Do you agree, generally speaking, that the larger 
operators will be more able to absorb the temporary losses? 

Mr. Jounston. Only for the reason that the larger operator has 
probably been in business much longer and probably will be able to 
make larger profits—or has made larger profits in the past—and will 
be able to absorb it much more easily. 

Mr. Wueecer. Regardless of the reason, I believe that to be true. 

The Cuarrman. Mr. Johnston, on behalf of the committee I want 
to thank vou for your appearance and express the hope again that you 
will be impressed with the sincerity of the members of this committee 
and the importance of the problem with which we are dealing. I 
would like to say that I believe the fate of OPS will depend in large 
degree upon the success of the beef order; because that is the one thing 
that is very close to all of the people of the country. And I realize, as 
the other members of the committee realize, I am sure, that you have 
perhaps the most difficult job of any bureaucrat in government. 

As you go about the performance of your future duties, my hope is 
that the merciful God will have merey on you. We would like to 
thank you again very much for your appearance. 

Mr. Jonnston. I want to thank you for the courteous manner in 
which you have received me, and | hope that you will call me back 
again, because | enjoy appearing before you. And if you have any 
suggestions to make, anything you want to put in the record or any 
suggestions to make to my office at any time, Mr. Chairman, I hope 
that you will call me, because we would welcome them. 

The Caatrman. Thank you again very much. 

I would like the permission of the committee to place in the record 


a statement by Mr. John J. Winberry, who is counsel for several spe- 
cialty retail markets in New York City. If there is no objection, that 
will be placed in the record. 

(The statement by John J. Winberry is as follows: ) 


SravEMENT OF JoHN J, WiINBERRY, COUNSEL FoR SpeciaLry ReTaiL MarRKEtTs, 
New York, N. Y. 


What about the hardship that occurs to the small or large retail butcher, that is, 
the independent butcher who owns one store? 

If he approached the OPS office before the law became effective he would be 
accused of anticipating an injury or hardship that may never arise. Yet he knew 
from the historical background of his business that his business could not be ad- 
justed to the general rule. Further, he could not afford counsel to set forth his 
particular views. 

Now that the law is in effect,'a hardship is being suffered. What is the small 
independent to do? Violate the new law? Continue his business and lose money 
and perhaps lose his business? Or wait until the hardship is relieved 3 or 4 
weeks from now, if at all. 

Under the circumstances don’t vou think it fair that strict enforcement of these 
independent butchers in particular circumstances be temporarily suspended until 
they have a reasonable time to file their complaints, to supplv facts and figures, 
to furnish the particular background of their business to the OPS office. 

I am pointing up these particular facts in the interest of the independent on 
the one hand who has very little demand for the choice cuts of the animal that he 
purchases and on the other hand for the independent who serves specialty cuts, 
prime cuts and the choice cuts of the careass with little or no demand for other 
parts. 

The specialty butcher must also supply a kind of service and delivery that 
has not been taken care of in your regulations, and vet these citizens have rights 
that must be considered. 

I think vou will agree that it is almost impossible for the independent after 
losing money for 3 or 4 weeks to make up the loss during that fiscal vear. Yet 
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that is what the OPS office is asking them to do, until such time as they find 
it possible to rectify the errors of the law—-assuming the law or rule is ever recti- 
fied. 


(The following statements were submitted for the record:) 


STATEMENT OF CONGRESSMAN ToBy Morris, REPRESENTING THE SIXTH 
CONGRESSIONAL DiIstTRICT OF OKLAHOMA, IN OPPOSITION TO CEILING PRICE 
REGULATION 23 OF THE OFFICE OF PRICE STABILIZATION FIXING CEILING 
Prices on Live CatTrLe 


At the outset I wish to express my appreciation to the committee for extending 
to me this opportunity to file this statement for its record in considering the 
recent beef price orders of the Office of Price Stabilization. 

The district which I represent is an agricultural district in which beef cattle 
production is an important source of agricultural income. Not only are there 
ranchers who run hundreds of cattle over many acres, but there are also numerous 
farmers who raise or feed a few head of cattle on smaller pastures. Moreover, 
there are hundreds of boys and girls who are engaged in this enterprise through 
their farm clubs, such as 4-H and Future Farmers of America. I am proud of 
the boys and girls in my district who have brought back national and inter- 
national prize ribbons with the beef cattle they have raised and exhibited. I give 
you this information to show that a great many more than a few so-called cattle 
barons are affected by the beef price orders. 

In the case of railroads and other public service corporations, it has been a long 
established principle that a rate order which does not take into consideration the 
expenses of the business, its investment, and a fair return on the investment, 
amounts to an unlawful confiscation of property in violation of the United States 
Constitution. It occurs to me that the same considerations of cost and fair 
return should be applied to other commodities upon which the Government under- 
takes to fix prices, since the Government, in my opinion, has no more right to 
confiscate the property of the cattle producer than it has to confiscate the property 
of the railroad or the public utility. 

Accordingly, I ‘have asked the many who have written and telegraphed me to 
give me the specific figures on cost and investment, so that the committee would 
have definite evidence on which to base a decision. I shall not burden the com- 
mittee with a mass of detail, but shall attach a few examples which are not extreme, 
but reasonable, pointing out the problems of different types of beef operations. 

An example of the cattleman who breeds his own cattle is given in the letter 
attached as exhibit 1, written by Mr. Thurston D. Nicklas, of Lawton, Okla., 
on behalf of Mr. Wayne Rowe, of Meers, Okla., and Mr. James Tracy, of Carnegie, 
Okla. In short, this letter gives the following information: 


Land investment (actual cost) of 160 acres____- ___ $12, 000. 00 


Fence _- ies se > Bee Se rd ote eee 775. 00 
16 heifers for production of calves__-_--_-_------ ees 5, 200. 00 


Total investment 


Expenses: 
Taxes (ad valorem on cattle and land) 
Feed___ 
Breeding fees : erivitete 
Death loss (144 percent average) __-__- 
Veterinary and spraying- 
Depreciation on cattle 
Depreciation on fence 


Total ae 1, 446. 47 


I am advised that such grass-fed cattle grade Good and Commercial. Under 
Orders 23 and 24, applying the differential in Order No. 23 to the carcass ceiling 
in Order 24, the ceiling for Good animals is 29.23 cents per pound, and for Com- 
mercial 25.01 cents per pound. I also note from the introduction to Order No. 23 
that it is the purpose of the order to roll back prices to the January 1951 levels 
on May 20, and lower in subsequent roll-backs, and that the average of all pay- 
ments in January 1951 amounted to 27 cents per pound, Since this is also the 
average between Commercial and Good animals, I have applied that price to 
these examples. 
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The 16 calves averaging 450 pounds would bring $1,944, which would leave 
$497.53 return on the $17,975 investment, or 2.8 percent, whereas these men must 
pay 5 percent and 6 percent interest on the money borrowed by them. Under the 
first roll-back, even before applying the July and September roll-backs, these 
cattle producers do not make enough to pay interest on the investment, and have 
nothing left for labor or to pay for their own management for the yer ar It is 
noted that no cost of marketing these calves has been included, and the death loss 
is indeed low. 

An example of the operator who feeds a few head of cattle on grass is shown 
in exhibit 2, letter from Mr. Charles D. Campbell, of Lawton, Okla., who feeds a 
few calves on grass and supplements this with cake and hay. A summary of his 
letter gives the following operating statement: 

Land investment _ - - sis weeps ce oy ee 
43 calves, average weight 800 pounds, at 27-cent ce iling $9, 188. 00 
Cost of 43 calves, average 570 pounds, at 29's 

cents cost_ ae sie $7, 194. 75 
Feed, hay, salt - : Se 3. 89 
Travel expense and transportation _- i 41. 10 
Drugs, dehorning, ete 
Taxes _-_-_- 

Repairs to prope ty. 
Selling and marketing expense. at $4 per head_. 


8, 438. 29 
Operating profit, less labor 749. 71 


Labor amounts to 25 percent of operating margin, or $187.41, leaving the sum 
of $562.30 to pay interest on the $7,200 borrowed to pay for the calves, the return 
on the $10,000 investment, and payment for the owner’s management. This is 
based on a 230-pound average gain instead of the 200-pound gain which the 
operator anticipates, and includes nothing whatever for death loss. 

It is noted that while the general price freeze at prices generally at January 1951 
levels, the order (Ceiling Price Regulation 23) shows that after the subsequent 


roll-backs of July and September, beef will be rolled back to lower than June 1950 
levels. This is the effect of the order, regardless of the fact that prices the cattle- 
man pays increased materially from June 1950 to January 1951. I call the com- 
mittee’s attention to exhibit 3, a letter from Mr. B. E. Young, of Kingfisher, 
Okla., with enclosure, in which it is seen that cottonseed hulls have advanced from 
$8 per ton to $27 per ton; blackstrap molasses from $40 per ton to $80 per ton; 
and cottonseed meal from $69 to $96 per ton. It appears that the cattleman is 
being discriminated against in having his selling prices rolled back to June 1950 
and having to buy his feed, supplies, and materials and pay his interest at current 
rates. 

In conclusion, the figures sent to me by my constituents would indicate that the 
eattleman has a just complaint against this order; that it is not a question of going 
on a “beef strike’’ but is a question of whether they can make a living under these 
orders. These cattle producers, large and small, are as patriotic as any other 
citizens, but they cannot be asked to keep producing without a return on their 
investment. I respectfully recommend to the committee that this matter of fair 
return be ineluded in considerations of extending controls, if any, which may be 
found necessary during this emergency. 


ExHisit I 


BLepsoE & NICKLAS, 
Lawton, Okla., May 24, 1951. 
Hon. Tosy Morris, 

Congressman of the Sixth District, Washington, D. C. 

Dear JupGe: It is my understanding that you have requested information 
relative to the cost of producing beef in this locality. I have in my office at this 
time no less authorities than James H. Tracy, of Carnegie, and Wayne Rowe, of 
Meers, just beyond the Easter pageant site, who have presented for my informa- 
tion, and | trust for yours, some very interesting and informative information in 
reference to this problem. I need not dwell upon the reputations of these two 
gentlemen for truth and veracity, and shall merely state that we have represented 
both of them for the last several vears and know of some of the transactions 
herein set forth; and in giving you this information, we should like to start with 
the concrete example that they have presented to us. 





488 BEEF CEILING PRICE REGULATIONS 


First, in January 1950, Mr. Tracy purchased the 5W4 sec. 21, T.5 N., R.13 W.., 
at a cost of $12,000, which is the going price for good pasture land i in this country: 
and that is the type of land that he purchased. In other words, an original 
outlay of $12,000. 

He and Wayne estimate that the average quarter section of land in this country 
will pasture successfully from 10 to 20 head of cattle with their calves. They 
therefore, have used the average of 16 head, or 1 cow and calf per 10 acres in their 
problem, and their effort is to arrive at the cost of producing a 450-pound calf for 
market by taking the costs of buying and maintaining the mothers of these calves. 

Therefore, in addition to the cost of land, they estimate a $775 cost for fencing 
the land, and the cost of the 16 calves at $325 per head, the market value would 
be $5,200. In addition to the pasturage they estimate that in order to carry the 
cattle through the winter months of 133 day s, it will take 3 pounds of cake per 
day, or 400 pounds per cow, at the going cost of $5 per hundred, or $320 for the 
16 cows; and in addition to that 1 O80 pounds of hay at $32 per ton, $17.54 per 
cow, or $280.64 for the 16 cows. That breeding fees would average $5 per cow, 
or $80, or it would be necessary to spend a minimum of $500 for a bull, whose 
service would be good for about 3 vears. 

That the veterinary expenses would average $2 per cow, or $32 for the 16 head. 
That the death loss would average 1' percent or $72 per vear. That the taxes 
would at: $3 a head, or $48 a year, and that the taxes on the land were 
actually $55.08 this past year. 

Now if we take the expenses as indicated herein of $320 for cake, $280.64 for 
hay, $80 for breeding fees, $32 for veterinary expenses, $72 for death loss, $55 ad 
valorem taxes, and $48 on the cattle, and add to that 5 percent of their land and 
fencing investment of $638.75, and 10 percent of the original investment of catile of 
$520 per year, you will find that the total cost of producing the 16 calves ready for 
market would be $2,046.47, or $127.90 per calf; and this amount divided by 450 
pounds would give you a cost of producing of 28.4 cents per pound. 

We believe after carefully going over these figures and comparing them with 
prices within our knowledge as a result of our probate work throughout the county 
that the figures are fairly arrived at and accurate. We direct vour attention to the 
fact, however, that the costs herein stated do not include any labor costs or super- 
visory expense, or selling expense; and I can assure you that this item, judging 
from my experience in handling tax matters, is an item that cannot be overlooked 
and long remain in business. Also, I question very seriously the low figure 
indicated for veterinary expenses, because this usuallv entails a veterinary making 
a tiip to the farm, and one or two trips would far exceed the amount allowed, to 
say nothing of the cost of disinfectants and serums, etc., and this is also based 
upon the proposition that every calf would be saved, which I think is probably a 
very optimistic assumption. 

As a matter of comparison, Mr. Tracy in 1935, or 15 vears ago, bought the E> 
SW'4 and W's SE'4 Sec. 18, T. 5 N., R. 13 W., for $2,500, or roughly one-fifth of 
the purchase price of the quarter hereinabove set forth. You are as familiar with 
other costs in 1935 as we are, but just discussing it here and comparing prices for 
hay and cake and other items of 1935 against those of today, if would appear 
that the ratio of the other items would be about the same as the ratio of the costs 
of land, but since you are as familiar with that as we, we leave that to your good 
judgment and discretion. 

Trusting that this is the information that vou desire, and that it will be helpful 
to you, we are glad to submit it, as well as any additional information which we 
may have, or be able to obtain for you in connection with this. 

Enelosed aiso for your information is a release of the United States Department 
of Agriculture, as reprinted by the American Cattle Producer, volume 32, No. 12, 
May 1951, showing the relative purchasing power of the dollar as between 1929 
and 1951 of various commodities, including beef. I think you will find, as I found, 
this is a very interesting, if not surprising, article. I presume that you will be 
back in the neighborhood before too much longer, and we shal! have an oppor- 
tunity of seeing vou and discussing these and other problems at that time. In 
the meantime, if we can be of further assistance, please do not hesitate to call 
upon us. 

Sincerely yours, 
Biepsoe & NICKLAS 
T. D. Nickwas. 





BEEF CEILING PRICE REGULATIONS 


Exuisir II 


SouTHWEST OKLAHOMA CATTLEMEN’s ASSOCIATION, INC., 


Lawton, Okla., May 23, 1951. 
Topsy Morris, 


Member of Congress, 
House Office Building, Washington, D. C. : 

Dear Topsy: Replying to vour letter, I am giving you what information I can. 
I do not handle any cows or cows and calves. Steers are bought in the open 
market at Fort Worth, Tex., in November or December; try to get the best 
Hereford steers on the market, and running even in weight and conformation. 

They are all well wintered and fed some cake meal, cottonseed, and alfaifa hay 
in bad weather. Try to have choice feeders—I do not full-feed; sell to finishers 
in the Corn Belt. I count on a gain of not less than 200 pounds. If they do 
extra well, it is possible to get 300. That is an exceptional gain. 

I do not have a labor bill on the cattle; that is charged against the land. 
a small dealer, no farming, just grass. 
or coming 2-vear-old steers. No charge is made for myself or gas. 

Harvey Byrd, Route 3, Lawton, a 16-year-old F. F. A. boy, looks after the 
fence; I furnish material, feed, spravs for fleas, ete. Farm repairs are not charged 
against the cattle. If the steers make money, Harvey gets 25 percent of the net 
cash gain; if a loss, I take it. In ail the years I have handled cattle, I never 
had but one bunch of steers to lose money. (1951)—may lose money. 

I do have two or three plain steers that can’t make any money the way the 
market looks; the top steers I think will hold the money together. One item of 
expense not in the statement is 6 percent interest on $7,200, the pasture will sell 
for around $10,000. So our investment runs over $18,000. The following is 
the local market: 


Iam 
The pasture will handle 45 to 50 yearlings 


Shelled corn 


Ground corn 
Ground maize 
Cottonseed eake 
Sovbean cake 
Oats 

Alfalfa hay 
Prairie hay 


Material for fence repair 
Grass seed 
Repairing dam 


bushel 
hundredweight 
do 
ton 
do 


1$1. 
18, 
1 2. 
1 O5. 
1 93. 
bushel Ae 
ton 1 35. 
do 1 19, 


10. 
9. 
214. 


90 
90 
90 
00 
00 
23 
00 
00 


35 
00 


65 


Staples 


. £0 
Taxes 


60. 14 


Total ii On etd iateweanwe pee 294. 65 


Cost of cattle (43 head, average weight 570 pounds, at 29's cents per 


pound : 
Feed, hay, salt, ete 723. 89 
Expenses to Fort Worth to buy ee ae pec. ee 16. 60 
Drugs Bi ec nel Pas se - 2a e: 8. 90 
Dehornifit.. 22.0. 92a / ee Ser gies ghey : 3. 00 
Truck hire 24. 50 


Total _ 8, 266, 29 


1 Add 2 percent tax. | 


wise : - : ee sg 2 


aed 
40 


Grass leases are from $2 to $3 per acre. 

The cost of selling, including 
not less than $4 per head. 

If I ean give you additional information I will be glad to do so. The above 
statement hereto attached is true and correct to the best of my knowledge and 
belief, so help me God. 


There is 1667499 acres in this pasture 
trucks, commissions, varding, hay, ete., will be 


C. D. CAMPBELL. 
Subscribed and sworn to before me a notary public, this 23d day of May 1951. 
[SEAL] LonNIE L. LATHAM. 


P. S.—If I sold the steers on today’s market, I would lose a nice sum. 


I hope 
the gain in weight on grass will save me. 


CTR: 
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Exursit III 


KINGFISHER, OKLA., May 24, 1951. 
Hon. Topsy Morris, 
Congress of the United States: 

I am writing you in regard to the roll-back on cattle. One year ago I was 
buying eottonseed hulls for $8 per ton and now they are $27 per ton. I-also was 
buying blackstrap molasses for $40 per ton; now they are $80 per ton. I was buy- 
ing cottonseed meal at $69 per ton and now it’s $96 per ton. This is certainly 
killing the cattleman in the Wheat Belt. I am sending vou a sheet with proof of 
what I am saying and if you would like I can sure furnish proof of what it is now. 

Sincerely yours, 
B. E. Youne. 


P. S.—Farm labor is higher, too, than a year ago. 
INVOICE 
No. 3357 
Witurams Grain & Feep Co. 
FEEDS—SEEDS 
Custom Grinding and Mixing 


Et Reno, Oxta., May 6, 1950. 
Sold to Eart Youne 





























14950 
5860 
9090 
iO T POT aa, LESTE Bauer TEs eal 
Quantity and item Weight | Price | Amount 
ae morass 43 ee, 
11, 480 } 
5, 860 | 
er ae 
4 3 2 ae a ye 5, 620 | | 
Invoice No. 25173 cat hulls)... __. STIG Mies RCE 5, 690 | $0. 40 | $22. 76 
Case of meal___- = 2 dace ecsabarives ta ease 900 3.45 | 31.05 
Ear corn chops __ er her Sole se 1, 350 2. 50 | 33. 75 
Salt_- (OSS ee eT etn , aa ciealnabalitaesiainiae 100 | 1.00 | 1.00 
Limestone______- (OE t TAR aA \ isn aen : 100 | 1.00 | 1.00 
EE Misisilecickscentsonadesttcwrnt sine bse HOA Tht 1,315 | 2.00 | 26. 30 
See Loe Seoaee dt eT ee et RAS She a aS 
eres eae ee. Bente ene a YOR 2 eee ad the Nee 115. 86 
Mixing. - Siatnt rt MEETS OES Sn allah ate 9, 090 | 15 13. 63 
MS see Reaction ieee bien af CRA PROM a? Te 2.32 
131.81 
Sane eens eigen ee Ae Cee hihi am Skt chip niches 400 | 3.45 | 13. 80 
2 2 Sos ES PEE, he eee a See are | 2 
Ese hese asco tne kate scabbe cba REbdindsscastaatbeesocLanetaes Sed gnacuah +08 145. 89 
Received above in good order. Received above in good order. 
Paid check. 
By , Purchaser. By , Trucker. 


JUNE 4, 1951. 
Hon. Haro.tp D. Coo ey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C.: 

On behalf of the commissioners of agriculture of the following States which met 
in Washington, D. C. May 20-24, 1951, in person or by personal representative: 
Alabama, Arkansas, Florida, Georgia, Louisiana, Minnesota, Nebraska, North 
Dakota, South Carolina, West Virginia, and after prolonged discussion, I was dele- 
gated and instructed to make the following report to the Congress through you: 

In making this report, I deem it wise to set out the background that motivated 
the decision of these commissioners of agriculture. 
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The aforesaid commissioners of agriculture favor increased production as the 
greatest and only real safeguard of our Nation during this time of emergency. 

We favor a free and unbridled economy as being the only way to attain our 
greatest defensive strength, and at the same time the only method under which 
our American way of life can be preserved through recurring emergencies. 

We oppose subsidies, whether they be to producers, processors, manufacturers, 
or consumers. Subsidies are additional burdens on taxpayers and are highly 
inflationary. 

We oppose price ceilings and roll-backs because they are inconsistent with a 
freeeconomy. They discourage production at the time when increased production 
is of paramount importance. They inevitably work undue hardships on segments 
of the people. They necessitate tremendous increases in Government employees. 
The orders and directives consequent to their operation are confusing and are 
hindrances to production, distribution, and business generally, and always result 
in regimentation, to a degree repugnant to the spirit of freedom in the American 
people. We oppose the existing law and we oppose all proposed amendments as 
being even worse than the provisions of the existing law. 


PRICE CONTROLS 


In order that you may get the background for this position, I would like to 
quote in part a statement presented to a congressional committee by a group of 
commissioners of agriculture in October 1945, as follows: 

“It is impossible for Congress to increase the sum total wages of industrial 
labor unless at the same time a corresponding increase is made in farm prices. 
The reason for this is that the total of the Nation’s factory payroll does not and 
cannot very far exceed the sum total of the cash income of the farmers. This 
statement is fully proven by the official records of the United States Government 
year by year. 

“Tf the hourly pay of factory workers is increased, without at the same time 
increasing the farm income, it simply means there will be fewer jobs for factory 
workers. A smaller number of factory workers will receive increased wages. 
The balance of the factory workers will be without any job at all. 

“The records of history show that neither a republic nor a democracy can long 
endure where private ownership of property does not exist. This is true because 
in a republic or a democracy the voters themselves are the ultimate government. 
Where private property does not vest in the voters, it is only natural and it is 
inevitable that the voters will exercise their ultimate prerogative and take charge 
of all property in the name of the government. This is not only proven on the 

ages of history but it is being proven in current affairs today (October 1945). 
Ve have but to look at England, France, Russia and many other nations even 
today to see the vital truth of this statement. 

“‘The farmers of this Nation constitute the great bulwark of protection to 
private property of every kind and description in this Nation. Without a strong 
and prosperous agriculture and without a large aggregation of land-owning farmers, 
no man could feel that his investment and capital were safe, whether they consisted 
of cash and intangibles, whether they consisted of factories and railroads, whether 
they consisted of land and houses, or whether they consisted of any other form of 
capitalism. 

‘The sum total of all wages, salaries, and profits is limited by the national 
income. The national income is limited by the farm income. The national 
income is seven times the farm income; it cannot be very much more and is never 
much less. 

“The truth of this natural economic law is strongly recognized by the United 
States Steel Corp. and the Tennessee Coal, Iron & Railroad Co. in the current 
October (1945) issue of the Manufacturers’ Record. We invite your attention to 
this direct and unequivocal statement by one of the largest business organizations 
in this country to the fact that the farm income controls the national income. 

‘‘Every American is supposed to subscribe to the oath of allegiance to the flag 
of the United States: ‘I pledge allegiance to the flag of the United States of America 
and to the Republic for which it stands, one Nation indivisible, with liberty and 
justice for all.’ 

This does not say justice for any particular group. It does not say justice for 
those who are organized strongly enough to enforce their rights. It does not limit 
justice to those who labor in any particular field of industry. It does not limit 
justice to those who contribute to the Nation’s economic welfare in any particular 
manner, but it provides justice for all. 
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492 BEEF CEILING PRICE REGULATIONS 


“We also want to make it perfectly clear that we are not opposed to labor, 
organized or unorganized. On the other hand, we are their friends. We stand 
ready at all times to go to bat to see that they are not denied full justice in every 
way under our national economic set-up. 

“We also wish to make it clear that we are not appearing in any sense in opposi- 
tion to labor and its demands at this time. 

“We believe, without going into any discussion of the merits or demerits of 
what has already been done, that our Nation is faced today with an economic 
condition that makes it vitally necessary for all labor to receive high wages in 
terms of money. 

“We believe it equally necessary, from the standpoint of the Nation’s welfare, 
for all white-collar workers, professional people, school teachers, ete., to receive 
high salaries in terms of money. 

“This necessity is brought about by reason of tremendous national debts and 
other publie debts which will prove a crushing load on the taxpayers unless very 
high incomes are to be had, together with a very large national income which will 
make it possible to refinance and carry this tremendous load of debt until it can 
be reduced and a sufficient part of it retired to leave only a manageable balance. 

““We have, we hope, made it perfectly clear that we are not antagonistic to 
any other group. We would like to proceed to demonstrate to the members of 
this committee just where the American farmer now stands in the over-all picture 
of our American economy. 

“Tf farm prices today bore the same relation to factory workers’ wages that 
they did during the years of 1911 to 1915, then the farmer today (1945) would be 
getting the following prices for basic farm products and crops: 

“For cotton he would receive 52.20 cents per pound. For corn, he would be 
receiving $3.30 per bushel. His wheat would be bringing $4.45 per bushel. 
Hogs in Chicago would be 38 cents per pound. The average price of beef cattle 
in Chicago would be 39% cents per pound.” 


GOVERNMENT FIGURES PROVE CONTENTION 


It is now 6 years since the above statement was made to a congressional com- 
mittee by members of this group. It is interesting to note that the most recent 
Government figures demonstrate the unvarying force of the rule set out in 1945: 
that the national income is limited to approximately seven times the farm cash 
income. 

The annual report of the United States Department of Commerce for the year 
1948 gives the annual national income and the farm income through the year 1948. 

The farm income for 1946 was $25,636,000,000; for 1947, $30,328,000,000; for 
1948, $30,802,000,000, making a total for the 3 years of $86,766,000,000. 

If we take the total for the 3 years of $86,766,000,000 and multiply it by seven, 
we find that the national income for the same 3 vears should have been $607,- 
362,000,000. 

According to the same report, the national income for 1946 was $179,- 
562,000,000; for 1947, $201,709,000,000, and for 1948 it was $226,204,000,000. 
The national income for the 3 years amounted to $607,475,000,000. The farm 
income for the 3 vears lacked only $113,000,000 of being exactly one-seventh of 
the national income, which is a discrepancy of only two-hundredths of 1 percent. 

The years 1946, 1947, and 1948 were a time of tremendous economic upheavals. 
The OPA controls were discontinued. Labor troubles were rampant throughout 
the country. The wartime demand came to an end. Certainly there was every 
reason to believe that the 1 to 7 ratio between farm income and national income 
would have been upset during that period if it were not an ironbound, natural 
economic law. 

From the above, the conclusion is inescapable that if you add $1 to the farm 
income, you add $7 to the national income. 


PARITY A FLOOR-——-NOT A CEILING 


Legal parity as provided by law on basic farm crops is not and cannot be actual 
parity. It was provided by the Congress as a minimum or floor for fair prices to 
prevent disaster to American agriculture. The rapidly changing mode and 
standard of living makes the determination of actual parity by law impossible. 

True parity must always be somewhere above legal parity. 

The placing of ceilings on farm crops tends to force prices back to the Govern- 
ment loan value, which is necessarily less than true parity, 10 percent less than 
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legal parity, and, under existing conditions, considerably less than the cost of 
production. 

For these reasons, the farmer will be severely penalized and perhaps suffer 
irreparable losses by undertaking to comply with their Government’s request for 
large increased production. As an illustration, should the farmers produce 16 
million bales of cotton this vear, they will suffer irreparable losses if they are forced 
to take the Government loan price for the crop. 


NATIONAL EMERGENCIES AND WARS ARE PAID FOR BY THE PEOPLE 


Any candid statement by any reliable source must carry the fact that all costs 
incident to wars and national emergencies must be paid by the people, either at 
the time or afterward. The fact that, under modern conditions, indebtedness and 
taxes are designated in terms of money tends to confuse the public thinking about 
these problems. 

In ancient times the king’s taxes were levied in kind. A portion of the farmer’s 
products were taken by the government; a portion of the shoemaker’s shoes were 
taken by the government, and so on through the items needed for carrying on the 
the war. If was easy then for every citizen to understand that he had to pay the 
cost of the war by sacrificing a portion of his goods or labor. 

Under modern conditions, it is not easy for the average citizen to understand 
this, although it is still true. Under present-day conditions, the citizen may pay 
the cost of the war or national emergency in two ways: namely, he may receive 
less money for his labor and goods or he may receive as much or more money if 
the money is inflated and of less value. The inflation of the money itself is simply 
a way of taking a portion of the citizens’ labor or goods for war purposes. 

If we are going to prevent inflation, where will we begin? We cannot inflate 
Government spending and prevent inflation in the balance of our economy. 

If we carry on a war by increasing the public debt, we are simply doing what 
every debtor does; we are simply postponing payday until a later time. 

Unless we are going to reduce Government spending, we cannot reduce prices 
and wages; that is obvious. 

Unless we are going to vastly increase the public debt, we must pay as we go. 

If we are going to pay as we go, we must put up with whatever amount of 
inflation is necessary to maintain our general economy in line with public spending. 

The thing that is most urgently needed at this time is a frank, full, and clear-cut 
statement from the administration to the people as to just what is required for 
national defense, just what burdens this will place upon the citizens and just how 
the administration proposes to accomplish it. 


CONCLUSION 


In conclusion, | beg leave to repeat that we favor increased production as the 
greatest and only real safeguard of our Nation during this time of emergency. 

We favor a free unbridled economy as being the only way to attain our greatest 
defensive strength, and at the same time the only method under which our 
American way of life can be preserved through recurring emergencies. 

We oppose subsidies, whether they be to producers, processors, manufacturers, 
or consumers. Subsidies are additional burdens on taxpayers and are highly 
inflationary. 

We oppose price ceilings and roll-backs because they are inconsistent with a 
free economy. 

Respectfully submitted. 

J. Roy JONEs, 
Commissioner of Agriculture, State of South Carolina, 
For himself and the other Commissioners attending said meeting. 


—_—_—_ — 


Wasuineton, D. C., May 25, 1951. 
Hon. Haroup D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

It is respectfully requested that the following statement be made a part of the 
hearing on cattle price roll-back: ‘““The General Federation of Women’s Clubs, 
representing 5% million women, has been on record since 1947 asking that Congress 
take aggressive action to prevent further spiraling of prices, It also passed in 
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1946 a resolution asking equitable wage ceilings and price control on basie com- 
modities, such as food, shelter, and clothing. The sixtieth convention, meeting 
in Houston, Tex., week of May 13th, this year, unanimously endorsed the forma- 
tion of a permanent joint standing committee of the House and Senate, whose 
purpose shall be the protection of the consumer, who is now unrepresented by 
any committee of the Congress. Due to my late return, was unaware of the 
hearing. Full copies of our resolutions follow. 


Lesuie B. Wricut, 
Chairman of legislation, General Federation of Women’s Clubs. 


The CHarrmMan. We stand adjourned. 

(Whereupon, at 12:30 p. m., the committee adjourned.) 

(Norr.—After executive session the committee issued the following 
findings of fact and recommendation.) 


, 
[House of Representatives, Committee on Agriculture, Washington, D.C. For immediate release, June 8 


1951 


House Commirree Issues FINDINGS ON BEEF PrRicES—RECOMMENDS ORDER BE 
RESCINDED 


The House Committee on Agriculture has conducted extensive hearings in 
connection with the orders of the Office of Price Stabilization on beef and cattle 
ywrices. During the course of the hearings the committee heard Mr. Michael V. 
DiSalle, Director, Office of Price Stabilization; Mr. Eric Johnston, Administrator 
Economic Stabilization Agency; Mr. Arval Erikson, Assistant Director, Food 
and Restaurant Division, OPS; Honorable Charles F. Brannan, Secretary of 
Agriculture, and other government officials. The committee has also heard beef 
cattle breeders and producers, feeders, slaughterers, processors, packers, butchers, 
and retailers. The committee extended an invitation to consumers and official 
representatives of consumer groups to appear and testify. All persons appearing 
before the committee were afforded a full opportunity to present their views, facts, 
figures, and arguments. No witness other than Government officials appeared 
in favor of the roll-back orders. On the other hand, numerous witnesses repre- 
senting all segments of the beef industry, appeared in opposition to the orders. 

The committee fully considered all of the evidence submitted and upon the basis 
of such evidence makes the following findings of fact: 

1. There is an urgent need for beef to meet the unprecedented consumer de- 
mand. 

2. The order is not calculated to bring about an increase in production. On the 
contrary, such orders will result in an immediate reduction in the amount of beef 
produced for market. 

3. Roll-back orders have already resulted in a shortage of beef available to 
consumers through legitimate channels of trade. 

4. The supply and distribution situation created by such orders will lead to 
consumer rationing, more Government controls, and rapid expansion of black 
markets. 

5. The roll-back order of May 20, 1951, is not designed to reduce the cost of 
beef to the consumer but to restore the margins and profits of packers, processors, 
and distributors. The retail selling price which the order puts into effect will 
actually authorize increases in consumer costs of many retail cuts of beef 

6. Notwithstanding the fact that the roll-back orders were designed for the 
purpose of restoring margins and profits of packers, processors, and handlers, 
these groups are opposed to the order. 

7. Instead of aiding the packers, processors, and handlers, the orders make it 
almost impossible for them to operate in compliance with OPS regulations, and 
the net result has been a decrease in the slaughtering of beef cattle, the closing 
down or serious curtailment of many packing plants, and the laying off of thou- 
sands of wage earners in such plants. 

8. While the Office of Price Stabilization created an advisory committee of 
cattle producers, the committee was not at any time consulted or afforded an 
opportunity to express its views concerning roll-back orders which were issued. 

9. Producers of beef and their representatives were led to believe by Govern- 
ment officials that cattle prices would not be rolled back beyond the levels of 
January 25, 1951. 
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10. The roll-back orders will result in an actual, substantial, and unjustified 
loss to farmers who, believing that no roll-back orders would be issued, have 
purchased cattle during the past few months to put on pasture or into feed lots. 

11. The evidence, information, and data considered by the Office of Price 
Stabilization as disclosed to the committee were wholly inadequate to warrant or 
ad ype the issuance of the orders. 

n summary, the committee finds that the issuance by the Office of Price 
Stabilization of orders affecting the beef cattle industry was unwarranted and 
unjustified. Such action was taken without adequate consideration of the factors 
involved. Such orders will not result in any benefit to producers, packers, 
handlers or consumers. Such orders are unfair to farmers who have purchased 
beef cattle since January 25, 1951, in reliance upon the assurances of Government 
officials that there would be no roll-back in price beyond that date. Such orders 
will discourage the production of beef, result in shortages and create black markets 
and result in the necessity for rationing and in artifically stimulated demand for 
other meats, increasing the prices to consumers of pork, lamb, poultry, eggs and 
other food commodities. 

Based on the foregoing findings of fact the committee concludes that in the 
interest of both consumers and producers the roll-back orders should be rescinded 
immediately. 


x 





